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Part  36 — Interim  Procedure  Governing 
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Executive  Order  9980 

REVOCATION  OF  PART 

Part  36  is  hereby  revoked. 

United  States  Civil  Serv¬ 
ice  Commission, 

[seal]  H.  B.  Mitchell, 

President. 

[F.  R.  Doc,  49-2576;  Piled,  Apr.  6,  1949; 
8:47  a.  m.] 
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E.  O.  9980,  July  26;  1948.  13  F.  R.  4311;  3 
CFR,  1948  Supp. 

§  410.1  Introduction.  The  President, 
in  his  Executive  Order  9980,  calls  for 
more  effective  application  of  the  long- 
established  policy  of  employment  in  the 
Federal  service  on  the  basis  of  merit 
and  fitness  alone  without  regard  to  race, 
color,  religion  or  national  origin. 

Paramount  responsibility  for  the  ex¬ 
ecution  of  this  policy  is  placed  squarely 
upon  department  heads  and  subordinate 
administrative  officials. 

The  Pair  Employment  Board  must  act 
on  individual  appeals  from  deps^rtmental 
decisions  in  cases  where  discrimination 
is  alleged.  It  has  the  duty  of  advi.slng 
the  departments  on  fair  employment 
problems  and  policies.  It  is  required 
to  coordinate  the  fair  employment  poli¬ 
cies  and  procedures  of  the  several  de¬ 
partments.  In  consultation  with  the 
Civil  Service  Commission  it  is  to  set  up 
rules  and  regulations  nece.ssary  to  cany 
out  its  duties  and  responsibilities. 


By  setting  out  special  assignments  of 
duties  and  outlining  the  framework  of 
procedure,  the  order  makes  a  clear  dis¬ 
tinction  ^tween  cases  in  which  dis¬ 
crimination  is  alleged  and  the  common 
run  of  grievances  arising  in  other  phases 
of  personnel  management. 

The  Board  has  given  first  attention  to 
procedures  for  handling  complaints.  Its 
aim  is  to  insure  full  ascertainment  of  the 
facts  as  a  basis  for  action,  furtherance 
of  good  relationships  between  complain¬ 
ants  and  administrative  o£Bcers  con¬ 
cerned  by  means  of  informal  discussion 
and  negotiations,  easy  access  by  com¬ 
plainants  to  officials  specially  designated 
to  give  attention  to  discriminatory  acts, 
and  adjustment  of  complaints  without 
unreasonable  delay. 

There  are  wide  variations  among  de¬ 
partments,  in  structure,  administrative 
practice  and  geographical  spread.  There¬ 
fore.  it  is  not  believed  necessary  or  de¬ 
sirable  that  all  departments  be  required 
to  operate  under  regulations  identical 
in  every  respect.  There  are  certain  pro¬ 
cedures  however  which  should  be  uni¬ 
form  throughout  the  service.  The  Board 
has  consulted  with  the  fair  employment 
officers  and  personnel  officers  of  the  de¬ 
partments  and  with  the  Civil  Service 
Commission  and  has  prepared  a  state¬ 
ment  of  the  provisions,  with  certain 
alternatives,  which  it  .believes  should  be 
incorporated  into  the  regulations  of  each 
department.  It  is  the  view  of  the  Board 
that  these  provisions  represent  the  mini¬ 
mum  required  to  achieve  that  degree  of 
uniformity  which  is  essential  to  effec¬ 
tive  administration.  ^ 

The  objectives  of  the  order  cannot  be 
reached  by  the  adjudication  of  com¬ 
plaints  alone.  There  is  need  for  a  posi¬ 
tive  program  to  remove  the  causes  of 
complaints. 

Acting  together,  the  departments,  the 
Commission  and  the  Board  can  achieve 
the  objectives  of  the  President’s  program. 
Through  joint  effort  equality  of  economic 
opportunity  in  the  Federal  service  can 
be  more. fully  realized.  As  the  concept 
of  fair  play  becomes  more  dominant  in 
the  consciousness  of  officers  and  employ¬ 
ees  alike  it  will  exert  an  impelling  influ¬ 
ence  upon  attitudes  and  actions.  With¬ 
in  the  Federal  Government  one  of  the 
basic  ideals  to  which  the  nation  proudly 
(Continued  on  next  page) 


CONTENTS 


Agriculture  Department 

See  also  Rural  Electrification  Ad¬ 
ministration. 

Rules  and  regulations: 

Milk  handling  in  Louisville.  Ky., 


Sugar  quotas;  allotment  for 
Puerto  Rico,  1949  (Corr.) _  1634 

Air  Force  Department 

Rules  and  regulations: 

Determination  of  renegotiable 
business  and  costs _  1635 

Officers  Reserve  Corps;  inactive 
duty  training  pay  and  allow¬ 
ances - 1649 

Alien  Property,  Office  of 

Notices : 

Vesting  orders,  etc.: 

Bastianelli,  Giuseppe _  1662 

Bergholz,  Ella _  1660 

Bigelow.  Louisa  G _  1660 

Erhart,  Clara _  1658 

Gregorini- Bingham,  Gio¬ 
vanni _  1662 

Hatashita,  Choichiro _  1659 

Helmbrecht,  Fanny _  1660 

Knoedel,  Emma _  1661 

Miller.  Gretchen,  et  al _  1659 

Schaefer,  ftenry -  1661 

Schlegel,  Maria  B _  1658 

Schoeneich,  Ernst,  and  Frieda 

Schoeneich _ ^ _  1662 


Civil  Service  Commission 

See  also  Fair  Employment  Board. 

Rules  and  regulations: 

Fair  employment  practices,  in¬ 
terim  procedures ;  revocation  _  1631 

Commerce  Department 

See  Industry  Cooperation,  Office 
of;  International  Trade,  Office 
of. 


Fair  Employment  Board 

Rules  and  regulations: 

Fair  employment  program;  in¬ 
structions  for  carrying  out—  1631 

Federal  Power  Commission 

Notices: 

Hearings,  etc.: 

Northern  Berkshire  Gas  Co__  1658 
Rockland  Electric  Co.  and 
Sherrard  Power  System —  1658 

Texas  Gas  Transmission 
Corp _  1658 


1631 


1632 


RULES  AND  REGULATIONS 


FEDERAIWREGISTER 


V,  s'*"^ 


Published  daily,  except  Sundays,  Mondays, 
and  days  following  offlclal  Federal  holidays, 
by  the  Division  of  the  Federal  Register,  the 
National  Archives,  pursuant  to  the  authority 
contained  in  the  Federal  Register  Act,  ap¬ 
proved  July  26,  1935  (49  Stat.  500,  as 
amended;  44  U.  S.  C.,  ch.  8B),  under  regula¬ 
tions  prescribed  by  the  Administrative  Com¬ 
mittee,  approved  by  the  President.  Distribu¬ 
tion  is  made  only  by  the  Superintendent  of 
Documents,  Government  Printing  Office, 
Washington  25,  D.  C. 

The  regulatory  material  appearing  herein 
Is  keyed  to  the  Code  of  Federal  Regulations, 
which  is  published,  under  50  titles,  pursuant 
to  section  ll  of  the  Federal  Register  Act,  as 
amended  Jtine  19,  1937. 

The  Fedesal  Rxcism  will  be  furnished  by 
mall  to  subscribers,  free  of  postage,  for  $1.50 
per  month  or  $15.00  per  year,  payable  in  ad¬ 
vance.  The  charge  for  individual  copies 
(minimiun  15f)  varies  In  proportion  to  the 
size  of  the  Issue.  Remit  check  or  money 
order,  made  payable  to  the  Superintendent 
of  Documents,  directly  to  the  Government 
Printing  Office,  Washington  25,  D.  C. 

There  are  no  restrictions  on  the  republlca- 
tion  of  material  appearing  In  the  Fedekal 
REGismt. 


1949  Edition 

CODE  OF  FEDERAL 
REGULATIONS 

The  Code  of  Federal  Regulations, 
1949  Edition,  contains  a  codifi¬ 
cation  of  Federal  administrative 
rules  and  regulations  issued  on 
or  before  December  31,  1948, 
and  in  effect  as  to  facts  arising 
on  or  after  January  1,  1949. 

The  following  books 
are  now  available: 

Title  3,  1948  Supplement  ($2.75). 
Titles  4-5  ($2.25). 

Title  6  ($3.00). 

Title  7,  Parts  1-207  ($4.25). 

These  books  may  be  obtained  from  the 
Superintendent  of  Documents,  Govern¬ 
ment  Printing  Office,  Washington  25,  D.  C., 
at  the  prices  indicated  above. 


CONTENTS— Continued 


Geological  Survey 

Notices : 

California;  power  site  classi¬ 
fication _  1662 


Indian  Affairs  Bureau 

Proposed  rule  making: 

San  Carlos  Indian  irrigation 
project.  Arizona;  operation 
and  maintenance  charges _  1650 


CONTENTS— Continued 

Industry  Cooperation,  Office  of  **^8® 
Notices : 

Voluntary  steel  allocation  plan 
for  EC  A  countries _  1654 

Interior  Department 

See  Geological  Survey;  Indian  Af¬ 
fairs  Bureau;  Land  Manage¬ 
ment,  Bureau  of. 

Internal  Revenue  Bureau 

Proposed  rule  making; 


Gauging  manual -  1651 

International  Trade,  Office  of 

Notices; 

Harris.  Arthur,  Inc.,  et  al.;  sus¬ 
pension  of  license  privileges.  _  1656 


Justice  Department 

See  Alien  Property,  Office  of. 

Land  Management,  Bureau  of 

Notices : 

Alaska;  shore  space  restoration.  1651 
Nevada;  classification  order....  1652 

National  Military  Establishment 

See  Air  Force  Department. 

Rural  Electrification  Adminis¬ 
tration 

Notices : 

Allocation  of  funds  for  loans 

(2  documents) _  1653 

Loan  announcements  (11  docu¬ 
ments) _  1652,  1653 

Securities  and  Exchange  Com¬ 
mission 

Notices: 

Hearings,  etc.: 

Appalachian  Electric  Power 


Co... _ _  1657 

Texas  Electric  Service  Co..._  1657 


Treasury  Department 

See  Internal  Revenue  Bureau. 

CODIFICATION  GUIDE 

A  numerical  list  of  the  parts  of  the  Code 
of  Federal  Regulations  affected  by  documents 
published  In  this  issue.  Proposed  rules,  as 
opposed  to  final  actions,  are  identified  as 
such. 


Title  5  Pag® 

Chapter  I: 

Part  36-. . . . .  1631 

Chapter  IV: 

Part  410.. . 1631 

Title  7 

Chapter  VIII: 

Part  814 _ 1634 

Chapter  DC: 

Part  946- . 1634 

Title  25 

Chapter  I: 

Part  130  (proposed) _  1650 

Title  26 

Chapter  I:  ^ 

Part  186  (proposed) _  1651 

Title  34 
Chapter  rVi 

Part  423 _  1635 

Chapter  VII: 

Part  861 _  1649 


lays  claim  will  be  more  conclusively  dem¬ 
onstrated  in  practice. 

The  Board  expects  to  consult  further 
with  the  departments  in  seeking  out  the 
reasons  for  deviations  from  the  estab¬ 
lished  nondi.scrimination  policy,  in  ex¬ 
ploring  the  problems  Involved  and  the 
successful  experience  in  dealing  with 
these  situations,  and  in  developing  a  con¬ 
tinuing  positive  program  of  remedial  ac¬ 
tion. 

§  410.2  Coverage,  (a)  Executive  Or¬ 
der  9980  and  this  part  apply  to  all  de¬ 
partments  and  agencies  in  the  executive 
ijranch  of  the  Federal  Government. 

(b)  The  remedies  provided  under  Ex¬ 
ecutive  Order  9980  and  this  part  shall  be 
available  to  citizens  of.  and  persons  who 
owe  allegiance  to  the  United  States  who 
are  employed  by,  or  £(re  applicants  for 
employment  in  the  executive  branch  of 
the  Federal  Government. 

§410.3  Explanation  of  terms — (a) 
Department.  Any  department  or  agency 
of  the  executive  branch  of  the  Federal 
Government,  including  the  Civil  Service 
Commission. 

(b)  Employee.  An  individual  ap¬ 
pointed  by  a  Federal  officer,  and  who  is 
engaged  in  the  performance  of  Federal 
functions  in  the  executive  branch  of  the 
Federal  Government  under  authority  of 
an  act  of  Congress  or  an  Executive  order, 
and  who,  in  the  performance  of  such 
duties,  is  supervised  and  directed  by  a 
Federal  officer. 

(c)  Applicant.  A  person  failing  of 
appointment  in  the  executive  branch  of 
the  Federal  Government  who  alleges  a 
grievance  relating  to  discrimination. 

(d)  Discrimination.  An  unfavorable 
personnel  action  affecting  an  employee  or 
applicant  based  on  race,  color,  religion 
or  national  origin  and  not  on  merit  and 
fitness.  Preference  in  appointment  and 
difference  in  conditions  of  employment, 
such  as  pay,  leave,  hours  of  work,  etc., 
based  upon  law  or  upon  regulations  under 
authority  of  law  do  not  constitute  dis¬ 
crimination  within  the  meaning  of  Exec¬ 
utive  Order  9980. 

(e)  Personnel  action.  Any  action 
taken  within  a  department  which  af¬ 
fects  the  equality  of  economic  opportu¬ 
nity  of  an  employee  or  applicant.  The 
term  “personnel  action”  shall  include 
failure  to  act. 

(f)  Complete  file.  All  letters,  notices, 
memoranda,  reports,  transcripts,  affida¬ 
vits  or  supporting  documents  in  con¬ 
nection  with  the  initiation,  investiga¬ 
tion,  hearing,  decision  and  closing  of  a 
case  or  csises. 

(g)  Deputy  Fair  Employment  Officer. 
The  term  “Deputy  Fair  Employment  Of¬ 
ficer”  shall  Include  committees  and 
boards. 

§  410.4  Fair  Employment  Officer.  The 
head  of  each  department  shall  appoint 
a  Fair  Employment  Officer  who  shall 
have  full  operating  responsibility  under 
the  Immediate  supervision  of  the  head 
of  the  department  for  carrying  out  the 
fair  employment  policies  stated  in  Ex¬ 
ecutive  Order  0980.  There  shall  be  ap¬ 
pointed.  as  necessary  and  desirable,  at 
^  central  or  local  levels  of  the  department. 
Deputy  Fair  Employment  Officers  who 
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shall  have  the  responsibility  for  carrying 
out  the  fair  employment  policies  in  their 
respective  offices.  The  name  and  official 
address  of  the  Fair  Employment  Officer 
of  each  department  shall  be  made  known 
to  all  employees  of  the  department.  The 
name  and  official  address  of  each  Deputy 
Fair  Employment  Officer  shall  be  made 
known  to  the  employees  of  the  respective 
field  offices. 

Comment:  It  is  the  view  of  Ihe  Board  that 
the  best  interests  of  the  fair  employment 
program  would  be  served  by  the  appoint¬ 
ment  of  a  permanent  Deputy  Fair  Employ¬ 
ment  Officer  at  each  field  establishment  of 
substantial  size  to  handle  complaints  and 
also  to  assist  the  Fair  Elmployment  Officer 
to  carry  out  his  other  responsibilities  under 
the  order. 

1 410.5  Instructions  for  handling 
complaints  and  appeals — (a)  Initiation 
of  complaint.  (1)  Procedures  under 
Executive  Order  No.  9980  shall  apply 
and  be  available  only  to  an  employee  or 
to  a  person  failing  of  appointment  who 
alleges  that  a  personnel  action,  as  de¬ 
fined  herein,  which  affects  him  has  been 
taken  because  of  race,  color,  religion  or 
national  origin. 

(2)  The  complaint  must  be  made 
within  thirty  days  of  the  date  the  com¬ 
plainant  learns  of  the  alleged  di.scrim- 
ination  and  not  later  than  six  months 
from  the  date  of  the  personnel  action 
complained  of,  unless  failure  to  submit 
the  complaint  within  these  time  limits 
was  due  to  unusual  circumstances  be¬ 
yond  the  control  of  the  complainant. 

(3)  It  shall  be  optional  with  a  depart¬ 
ment  to  require  an  employee  to  initiate 
his  complaint  (i)  either  with  the  first- 
line  supervisor  or  the  supervisor  next 
higher  in  authority,  (ii)  either  with  the 
first-line  supervisor  or  the  Deputy  Fair 
Employment  Officer,  or  (iii)  with  the 
Deputy  Fair  Employment  Officer.  Com¬ 
plaints  initiated  with  a  supervisor  may 
be  oral  or  in  wTiting.  Those  initiated 
with  a  Deputy  Fair  Employment  Officer 
must  be  in  writing.  If  no  appropriate 
Deputy  Fair  Employment  Officer  has 
been  appointed  then  the  Fair  Employ¬ 
ment  Officer  may  be  substituted  under 
subdivisions  (11)  and  (iii)  of  this 
subparagraph. 

(4)  It  shall  be  optional  with  an  appli¬ 
cant  to  file  a  complaint  in  writing,  either 
with  the  head  of  the  local  office,  with 
the  Deputy  Fair  Employment  Officer, 
*or  with  the  Fair  Employment  Officer  of 
the  department.  If  the  complaint  is 
filed  with  the  head  of  the  local  office 
and  he  is  superior  to  the  Deputy  Fair 
Employment  Officer,  or  if  it  is  filed  with 
the  Fair  Employment  Officer  of  the  de¬ 
partment,  it  may  be  referred  to  the  ap¬ 
propriate  deputy  for  handling  as  an  ini¬ 
tial  complaint.  In  all  other  respects 
complaints  of  applicants  will  be  handled 
in  the  same  manner  as  complaints  of 
employees. 

(5)  All  written  complaints  or  appeals 
must  be  signed  by  the  aggrieved  em¬ 
ployee  or  applicant.  Any  initial  written 
complaint  or  appeal  must  include  infor¬ 
mation  regarding  the  specific  personnel 
action  complained  of,  the  approximate 
date  thereof,  reasons  in  support  of  the 
allegation  of  discrimination,  and  a  state¬ 
ment  as  to  when  the  appellant  first 
learned  of  the  discrimination. 


Comment:  It  Is  the  view  of  the  Board 
that  where  not  Incoiislstent  with  admin¬ 
istrative  practices,  an  employee  should  first 
discuss  a  complaint  with  the  first-line  su¬ 
pervisor  or  the  supervisor  next  higher  in 
authority.  Good  relations  between  the  su¬ 
pervisor  and  the  employee  will  thus  be 
furthered.  Many  incipient  complaints  can 
be  eliminated  by  giving  valid  reasons  for  an 
action  that  is  being  brought  into  question. 
Where  error  has  crept  in,  the  supervisor  will 
have  opportunity  to  correct  it  on  his  own 
motion.  Furthermore,  with  responsibility 
upon  the  supervisor  for  initial  action  on 
the  complaint  the  problems  Involved  will 
be  more  forcefully  impressed  upon  him. 

(b)  Action  on  a  complaint  by  the  su- 
perviser.  (1)  If  complaint  is  made  to  a 
supervisor,  immediate  steps  shall  be 
taken  to  effect  such  adjustment  as  is 
warranted  by  the  facts.  If  the  com¬ 
plaint  cannot  be  satisfactorily  and 
promptly  adjusted,  the  complainant 
shall  be  advised  in  writing  that  he  may 
file  an  appeal  within  ten  days  with  the 
Deputy  Fair  Employment  Officer.  In 
addition,  he  shall  be  advised  that  if  he 
appeals  to  the  Deputy  Fair  Employment 
Officer,  he  shall  furnish  a  copy  of  the 
letter  of  appeal  to  the  supervisor  to 
whom  he  presented  his  original  com¬ 
plaint.  On  receipt  of  a  copy  of  the  ap¬ 
peal,  the  supervisor  concerned  shall  for¬ 
ward  to  the  Deputy  Fair  Employment 
Officer  the  complete  file  in  the  case 
through  the  channels  prescribed  by  the 
department. 

If  the  department  prescribes  that  the 
file  in  the  case  be  routed  through  an 
ascending  chain  of  administrative  au¬ 
thority,  the  administrative  officer  at  any 
intermediate  level  may  make  an  adjust¬ 
ment  of  the  case  satisfactory  to  the  com¬ 
plainant.  In  such  case,  he  should  re¬ 
port  the  action  taken  to  the  Deputy  Fair 
Employment  Officer  to  whom  the  appeal 
is  addressed  and  advise  the  subordinate 
administrative  officers  concerned.  If  no 
adjustment  is  made  the  file  shall  auto¬ 
matically  be  forwarded  through  the  pre¬ 
scribed  channels,  each  officer  making 
whatever  comment  thereon  he  desires, 
with  no  further  action  required  upon  the 
part  of  the  complainant. 

(c)  Action  on  a  complaint  (or  appeal) 
by  the  Deputy  Fair  Employment  Offi¬ 
cer — (1)  Investigation  and  adjustment 
by  informal  negotiation.  The  Deputy 
Fair  Employment  Officer  shall  promptly 
make  or  cause  to  be  made  such  investiga¬ 
tion  as  is  necessary  to  ascertain  the  facts 
at  issue  on  the  complaint.  He  should 
endeavor  through  informal  negotiation 
to  effect  a  satisfactory  settlement  of  the 
complaint  and,  if  necessary,  shall  take 
or  cause  to  be  taken  corrective  action. 
All  interested  parties  shall  be  advised  of 
the  settlement  of  the  complaint  and  any 
corrective  action  which  may  be  taken. 

(2)  Failure  of  adjustment  by  informal 
negotiation.  In  the  event  the  Deputy 
Pair  Employment  Officer  is  not  able  to 
effect  a  satisfactory  settlement  of  the 
complaint  by  informal  negotiation,  he 
shall  furnish  the  complainant  with  a 
statement  of  the  pertinent  facts  disclosed 
by  the  investigation  of  the  complaint  and 
shall  afford  him  an  opportunity  to  reply 
thereto  in  writing  or  personally,  by  au¬ 
thorized  representative  or  accompanied 
by  such  representative.  The  complain¬ 
ant  shall  be  permitted  to  present  by  wit¬ 


ness  or  otherwise  any  pertinent  facts  not 
disclosed  by  the  investigation.  Where 
practicable,  a  transcript  of  testimony 
shall  be  made.  If  a  verbatim  transcript 
is  not  possible,  a  full  summary  of  the 
oral  testimony  shall  be  made  by  the 
Deputy  Pair  Employment  Officer.  The 
summary  may  be  agreed  to  and  signed 
by  the  complainant  and  the  Deputy  Fair 
Employment  Officer,  or  if  the  complain¬ 
ant  does  not  agree  with  the  summary,  he 
may  note  and  sign  his  exceptions  which 
will  become  a  part  of  the  .summary.  Any 
transcript  or  summary  shall  be  available 
for  inspection  by  the  complainant  or  his 
authorized  representative  and  by  inter¬ 
ested  agency  officials. 

(3)  Decision.  On  all  the  material 
facts  disclosed  by  the  investigation  and 
the  hearing,  if  held,  the  Deputy  Fair 
Employment  Officer  shall  make  a  de¬ 
cision  or  make  a  recommendation  to  ap¬ 
propriate  authority.  If  the  decision  on 
the  complaint  is  favorable  to  the  com¬ 
plainant.  the  responsible  official  shall  so 
notify  him  in  writing  and  shall  take  or 
cause  to  be  taken  such  corrective  and 
disciplinary  action  as  appears  warranted 
by  the  facts  in  the  case.  In  the  event 
of  an  unfavorable  decision,  the  complain¬ 
ant  shall  be  advised  in  writing  of  the 
deci.sion  and  the  reasons  therefor  and 
of  his  right  to  appeal  to  the  Fair  Employ¬ 
ment  Officer  or  the  head  of  the  depart¬ 
ment  as  the  department  may  prescribe, 
within  ten  days  (twenty  days  if  outside 
the  continental  United  States)  from  date 
of  receipt  of  the  unfavorable  decision. 
Officials  directly  concerned  should  also 
be  advised  of  any  decision  made. 

(d)  Appeal  to  the  Fair  Employment 
Officer.  (1)  The  complainant  shall  be 
advised  that  if  he  appeals  to  the  Fair 
Employment  Officer  of  the  department 
he  shall  furnish  a  copy  of  the  letter  of 
appeal  to  the  Deputy  Fair  Employment 
Officer  who  handled  his  case. 

(2)  On  receipt  of  a  copy  of  the  appeal 
the  Deputy  Fair  Employment  Officer 
shall  forward  to  the  Fair  Employment 
Officer  of  the  department  the  complete 
file  in  the  case  through  the  channels  pre¬ 
scribed  by  the  department. 

If  the  department  prescribes  that  the 
file  be  routed  through  an  ascending 
chain  of  administrative  authority,  the 
administrative  officer  at  any  intermedi¬ 
ate  level  may  make  an  adjustment  of  the 
case  satisfactory  to  the  complainant. 
In  such  case,  he  should  report  the  action 
takjn  to  the  Fair  Employment  Officer 
and  advise  the  subordinate  administra¬ 
tive  officers  concerned.  If  no  adjust¬ 
ment  is  made  the  file  shall  automatically 
be  forwarded  through  the  prescribed 
channels,  each  officer  making  whatever 
comment  thereon  he  desires,  with  no 
further  action  required  upon  the  part 
of  the  complainant. 

(3)  After  reviewing  the  complete  file 
In  the  case,  the  Fair  Employment  Officer 
shall  make  further  investigation  if  neces¬ 
sary  and  shall,  through  informal  negotia¬ 
tion  attempt  a  solution  satisfactory  to 
all  interested  parties,  who  shall  be 
granted  the  privilege  of  appearing 
personally  or  by  an  authorized  repre¬ 
sentative.  or  accompanied  by  such  rep¬ 
resentative.  before  the  Fair  Employment 
Officer.  If  a  .satisfactory  solution  can¬ 
not  be  accomplished  by  the  foregoing 
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means,  the  Fair  Employment  Officer  shall 
either  make  a  decision  or  make  a  recom¬ 
mendation  to  the  head  of  the  depart¬ 
ment  based  upon  the  material  evidence 
In  the  file.  If  he  makes  a  decision  he 
shall  notify  the  interested  parties  in 
writing  of  the  decision  reached  and  the 
reasons  therefor. 

(4)  If  the  Fair  Employment  Officer 
makes  a  decision  favorable  to  the  ap¬ 
pellant,  he  shall,  in  consultation  with 
or  on  the  basis  of  delegated  authority 
from,  the  head  of  the  department,  take 
such  corrective  and  disciplinary  action 
as  the  facts  warrant. 

(5)  If  the  decision  of  the  Fair  Em¬ 
ployment  Officer  is  unfavorable  to  the 
appellant,  the  Fair  Employment  Officer 
shall  notify  him  in  writing  of  his  right 
to  appeal  to  the  head  of  the  department 
within  ten  days  (twenty  days  if  outside 
the  continental  United  States)  from  the 
date  of  receipt  of  the  decision. 

(e)  Appeal  to  the  head  of  the  depart¬ 
ment.  (1)  In  the  event  that  a  recom¬ 
mendation  is  made  by  the  Fair  Employ¬ 
ment  Officer  to  the  head  of  the  depart¬ 
ment,  or  an  appeal  is  taken  from  a 
decision  of  the  Pair  Employment  Officer, 
the  head  of  the  department  shall  make 
a  decision  upon  the  facts  of  the  case  and 
notify  the  interested  parties  in  writing 
of  such  decision. 

(2)  If  the  decision  is  favorable  to  the 
appellant,  the  head  of  the  department 
shall  take,  or  cause  to  be  taken,  such 
corrective  and  disciplinary  action  as  ap¬ 
pears  warranted. 

(3)  If  the  decision  is  unfavorable  to 
the  appellant,  the  head  of  the  depart¬ 
ment  shall  advise  the  appellant  in  writ¬ 
ing,  in  duplicate,  of  the  decision  and  of 
his  right  to  appeal  to  the  Fair  Employ¬ 
ment  Board  of  the  Civil  Service  Commis¬ 
sion  within  ten  days  from  the  date  of 
receipt  of  the  decision,  or  within  twenty 
days  if  he  resides  outside  of  the  conti¬ 
nental  United  States.  In  addition,  he 
should  be  advised  that  if  he  appeals  to 
the  Pair  Employment  Board,  a  copy  of 
the  adverse  decision  should  accompany 
his  appeal. 

§  410.6  General  provisions,  (a)  The 
head  of  each  department  shall  prescribe 
procedures  consistent  with  Executive  Or¬ 
der  No.  9980  and  this  part  for  the  prompt 
handling  of  complaints  and  appeals 
which  are  made  under  that  order. 

(b)  All  officers  and  employees  of  the 
department  who  occupy  supervisory  posi¬ 
tions  shall  be  instruct^  as  to  the  mean¬ 
ing,  spirit  and  requirements  of  Execu¬ 
tive  Order  No.  9980. 

(c)  The  department’s  regulations  and 
procedures  for  handling  complaints  and 
appeals  shall  be  brought  to  the  attention 
of  all  officers  and  employees  of  the  de¬ 
partment  and  shall  be  made  available  to 
applicants  who  lodge  a  complaint  within 
the  purview  of  Executive  Order  No.  9980. 

(d)  Amendments  in  regulations  and 
changes  in  procedures  becoming  effective 
while  an  appeal  is  being  processed  may 
be  applied  to  such  appeal  at  whatever 
stage  it  has  then  reached,  provided  that 
the  appellant  shall  not  be  deprived  of 
any  substantive  right  or  resource  to 
which  he  would  have  been  entitled  under 
the  regulations  and  procedures  in  effect 
at  the  time  his  complaint  was  initiated. 
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(e)  If  no  appropriate  Deputy  Pair 
Employment  Officer  h£is  been  appointed 
the  Fair  Employment  Officer  shall  be 
designated  to  receive  appeals  under 
§410.5  (b)  (1). 

If  a  complaint  or  appeal  is  filed  ini¬ 
tially  with  the  Fair  Employment  Officer 
of  the  department,  no  appropriate 
Deputy  Fair  Employment  Officer  having 
been  appointed,  the  Fair  Employment 
Officer  shall  proceed  directly  or  through 
designated  representative  to  process  the 
case  in  the  manner  prescribed  for  the 
Deputy  Fair  Employment  Officer  in 
§  410.5  (c)  (1)  and  (2)  and  such  parts  of 
§410.5  (c)(3)  and  (d)  as  are  pertinent. 

(f)  If  a  complaint  of  discrimination 
because  of  race,  color,  religion  or  na¬ 
tional  origin  is  denied  on  the  ground 
that  the  action  complained  of  is  not  a 
personnel  action  as  defined  herein,  the 
complainant  shall  be  advised  that  he  may 
appeal  this  determination  through  the 
same  channels  as  are  prescribed  under 
§  410.5.  If,  on  appeal,  it  is  determined 
that  the  action  complained  of  is  a  per¬ 
sonnel  action  as  defined  herein,  the  case 
may  be  remanded  to  the  proper  officers 
for  further  investigation  or  action  on 
the  issue  of  discrimination. 

(g)  The  means  of  relief  provided  by 
Executive  Order  9980  or  any  regulations 
thereunder  shall  be  supplemental  to 
those  provided  by  existing  statutes.  Ex¬ 
ecutive  orders  and  regulations,  such  as 
appeals  to  the  Civil  Service  Commission 
under  section  14  of  the  Veterans’  Prefer¬ 
ence  Act  of  1944  or  the  reduction  in 
force  regulations,  etc. 

§  410.7  Records  and  reports.  Upon 
request  the  departments  shall  furnish 
to  the  Board  all  infounation  needed  for 
the  review  of  personnel  actions  or  for 
the  compilation  of  reports.  The  com¬ 
plete  file  in  each  ca.se  or  cases  under 
Executive  Order  9980  shall  be  main¬ 
tained  intact  in  each  department  at 
least  until  such  time  as  all  appeal  rights 
have  been  exhausted  and,  upon  request, 
shall  be  promptly  forwarded  to  the  Fair 
Employment  Board  of  the  Civil  Service 
Commi.ssion. 

Effective  on  March  24,  1949. 

Fair  Employment  Board, 
United  States  Civil  Serv¬ 
ice  Commission. 

Ladell  C.  Lawhorn, 

Executive  Secretary. 

(F.  R.  Doc.  49-2577;  Filed,  Apr.  6.  1949; 

8:47  a.  m.) 


TITLE  7— AGRICULTURE 

Chapter  VIII — P  roduction  and 
Marketing  Administration  (Sugar 
Branch),  Department  of  Agriculture 

Subchapter  8— Sugar  Requirement!  and  Quotas 

Part  814 — Allotment  or  Sugar  Quotas 

DECISION  AND  ORDER  OF  SECRETARY  OF  AGRI¬ 
CULTURE  ALLOTTING  1949  SUGAR  QUOTAS 
FOR  PUERTO  RICO 

Correction 

In  F.  R.  Document  49-2503  appearing 
at  page  1563  in  the  issue  of  Tuesday. 
April  5,  1949,  make  the  following  change 
in  the  table  on  page  1567: 


Opposite  Valdivieso,  Jorge  Lucas  P. 
(Pellejas),  in  column  (4).  change  the 
figure  “778”  to  read  “788.” 


Chapter  IX — Production  and  Mar¬ 
keting  Administration  (Marketing 

Agreements  and  Orders),  Depart¬ 
ment  of  Agriculture 

Part  946 — Milk  in  Louisville,  Ky., 
Marketing  Area 

ORDER  SUSPENDING  CERTAIN  PROVISIONS 

Pursuant  to  the  applicable  provisions 
of  the  Agricultural  Marketing  Agreement 
Act  of  1937,  as  amended  (7  U.  S.  C..  601  et 
seq.) ,  hereinafter  referred  to  as  the  “act." 
and  of  the  order,  as  amended,  regulating 
the  handling  of  milk  in  the  Louisville. 
Kentucky,  marketing  area,  hereinafter 
referred  to  as  the  “order,”  it  is  hereby 
found  and  determined  that: 

(a)  The  provisions  of  the  order  as  set 
forth  in  §  946.7  (b)  (3)  which  read  “dur¬ 
ing  the  corresponding  delivery  periods  of 

1947,  to  35  cents  per  hundredweight  dur¬ 
ing  the  corresponding  delivery  periods -of 

1948,  and  to  40  cents  per  hundredweight” 
do  not  tend  to  effectuate  the  declared 
policy  of  the  act. 

(b)  In  accordance  with  the  Adminis¬ 
trative  Procedure  Act  (Public  Law  404, 
79th  Cong.,  60  Stat.  237),  notice  of  pro¬ 
posed  rule  making,  public  procedure 
thereon,  and  30  day&  prior  notice  of  the 
effective  date  hereof  are  found  to  be  im¬ 
practicable.  unnecessary,  and  contrary  to 
the  public  interest  in  that  it  is  necessary 
to  issue  immediately  and  make  effective 
not  later  than  April  1.  1949,  this  suspen¬ 
sion  order  to  reflect  current  marketing 
conditions,  and  to  facilitate,  promote,  and 
maintain  the  orderly  marketing  of  milk 
produced  for  the  Louisville,  Kentucky* 
marketing  area.  The  rate  per  hundred¬ 
weight  to  be  deducted  from  the  uniform 
price  computations  for  the  months  of 
April.  May.  and  June  for  pajffnent  to  pro¬ 
ducers  on  their  deliveries  of  milk  in' the 
months  of  September,  October,  and  No¬ 
vember  was  considered  at  a  public  hear¬ 
ing  held  March  23-25,  1949,  notice  of 
which  was  published  in  the  Federal  Reg¬ 
ister  (14  F.  R.  1196).  The  changes  ef¬ 
fected  by  this  suspension  order  do  not  re¬ 
quire  of  persons  affected  any  preparation 
prior  to  the  effective  date. 

It  is  therefore  ordered.  That  the  pro¬ 
visions  of  the  order  appearing  in  §  946.7 
(b)  (3)  which  read  “during  the  corres¬ 
ponding  delivery  periods  of  1947,  to  35 
cents  per  hundredweight  during  the  cor¬ 
responding  delivery  periods  of  1948,  and 
to  40  cents  per  hundredweight"  be  and 
hereby  are  suspended  effective  at  12:01 
a.  m.,  c.  s.  t.,  April  1,  1949. 

(48  Stat.  31.  670.  675;  49  Stat.  750;  50 
Stat.  246;  7  U.  S.  C.  601  et  seq.) 

Done  at  Washington,  D,  C.,  this  4th 
day  of  April  1949, 

[seal]  Charles  F.  Brannan, 

Secretary  of  Agriculture. 

(F.  R.  Doc.  49-2606;  Filed,  Apr,  6,  1949; 

8:58  a.  m.J 
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TITLE  34— NATIONAL 
MILITARY  ESTABLISHMENT 

Chapter  IV — Joint  Regulations  of  the 
Armed  Forces 

Sub<haptcr  D — Military  Renegotiation 
Regulations 

Part  423 — Determination  of  Reneco- 
TiABLE  Business  and  Costs 

Foreword.  On  December  29,  1948 
Parts  1  and  2  of  the  Military  Renego¬ 
tiation  Regulations  were  published  In 
the  Federal  Register  (13  F.  R.  8640). 
For  the  purpose  of  such  publication 
these  parts  are  designated  as  Parts  421 
and  422  of  Subchapter  D  of  Chapter  IV 
of  the  Joint  Regulations  of  the  Armed 
Forces. 

There  follows  hereafter  the  publica¬ 
tion  of  the  Third  Part  of  the  Military 
Renegotiation  Regulations,  which  Is  des¬ 
ignated  Part  423  of  Subchapter  D  of 
Chapter  IV  of  the  Joint  Regulations  of 
the  Armed  Forces. 

This  part  of  the  Regulations  and  those 
heretofore  promulgated,  interpret  and 
apply  the  Renegotiation  Act  of  1948  and 
prescribe  standards  and  procedures  for 
determining  and  eliminating  excessive 
profits,  using  the  principles  and  proce¬ 
dures  of  the  Renegotiation  Act  of  Feb¬ 
ruary  25,  1944,  as  amended,  insofar  as 
they  have  been  deemed  applicable,  hav¬ 
ing  regard  for  the  different  economic 
conditions  existing  on  or  after  the  effec¬ 
tive  date  of  the  1948  Act  from  those  pre¬ 
vailing  during  the  period  1942  to  1945. 
The  Military  Renegotiation  Policy  and 
Review  Board  is  continuing  its  study  of 
the  economic  conditions  existing  pres¬ 
ently  as  compared  with  those  which  pre¬ 
vailed  during  the  period  1942  to  1945  and 
will  propose  any  changes  in  the  applica¬ 
tion  of  the  act  which  in  its  Judgment 
such  different  economic  conditions  war¬ 
rant. 

It  is  expected  that  the  remaining  parts 
of  the  Military  Renegotiation  Regula¬ 
tions  will  be  published  shortly. 

SUBPART  A - FISCAL  TEAR  BASIS  FOR  RENEGOTIA¬ 

TION  AND  EXCEPTIONS 

Sec. 

423. 3(X) 

423.301 


423.301- 1 

423.301- 2 

423.302 

423.303 

423.304 

423.305 

423.306 

423.307 

423.307- 1 

423.307- 2 

423.308 

423.308- 1 

423.308- 2 

423.308- 3 

423.309 

423.309- 1 

423.309- 2 


423.3C9-3 


Scope  of  subpart. 

Fiscal  year  basis  for  renegotia¬ 
tion. 

Statutory  provisions. 

Application  of  statutory  provi¬ 
sions. 

Differing  accounting  methods. 

I  Reserved.  I 

Cost-plus-flxed-fee  contracts. 

Joint  venture  contracts. 

I  Reserved.  I 

Treatment  of  contracts  with  price 
adjustment  provisions. 

Subject  to  renegotiation. 

Method  of  renegotiation. 

Treatment  of  receipts  or  accruals 
under  termination  claims. 

Subject  to  renegotiation. 

When  received  or  accrued. 

Separate  consideration. 

Renegotiation  of  commonly  own¬ 
ed  entities. 

When  consolidated  basis  author¬ 
ized. 

Allocation  of  excessive  profits  In 
cases  of  consolidated  renego¬ 
tiation. 

Where  consolidated  basis  not 
used. 


■TTBPART  B — METHODS  OF  8EGRBGATTN0  SALES 
BETWEEN  RENEGOTIABLK  AND  NON-RENEGOTI- 
ABLB  BUSINESS 

Sec. 

423.320 

423.321 

423.322 

423.322- 1 

423.322- 2 


423.322-3 


423.323 


Scope  of  subpart. 

Responsibility  for  segregation. 

Methods  of  segregating  sales. 

Basic  approach. 

Segregation  other  than  specific¬ 
ally  by  contract  or  subcontract. 

Over-all  consideration  of  segrega¬ 
tion. 

Segregation  and  exclusion  of 
exempt  contracts. 


SUBPART  C — CONTRACTS  AND  SXmCONTRACTS 
WITHIN  THE  SCOPE  OF  THE  1948  ACT 


423.330 

423.331 

423.331- 1 

423.331- 2 

423.331- 3 

423.331- 4 

423.332 

423.333 

423.333- 1 

423.333- 2 

423.333- 8 

423.333- 4 

423.333- 5 

423.333- 6 

423.333- 7 


423.334 

423.334- 1 

423.335 

423.335- 1 

423.335- 2 

423.336 


Scope  of  subpart. 

General  converage  of  1948  Act. 

Statutory  provisions. 

Agreements  made  prior  to  May  21, 
1948. 

Effect  of  Renegotiation  Article. 

Exclusions  and  exemptions. 

Subject  contracts. 

Interpretation  of  term  “subcon¬ 
tract.” 

General. 

Meaning  of  “required  for  per¬ 
formance." 

When  machinery,  equipment  or 
materials  “used  In  processing." 

General  effect  of  Interpretation. 

Amendments  to  subcontracts 

made  before  May  21,  1948. 

Subcontracts  not  In  excess  of 

$1,000. 

Subcontracts  under  contracts 

made  subject  to  renegotiation 
under  Second  Deficiency  Ap¬ 
propriation  Act,  1948. 

Specific  Interpretations  of  “sub¬ 
contract.” 

Patent  licenses  as  subcontracts. 

Contracts  and  subcontracts  in¬ 
volving  real  property. 

Subcontracts  for  existing  real 
property. 

Agreements  for  fixtures,  construc¬ 
tion  and  improvements  on  real 
property. 

Manufacturers’  agents  and  deal¬ 
ers;  subcontracts. 


SUBPART  D — MANDATORY  EXEMPTIONS  AND 
EXCLUSIONS  FROM  RENEGOTIATION 

423.340  Scope  of  subpart. 

423.341  Mandatory  exemptions. 

423.342  Contracts  with  other  governmen¬ 

tal  agencies  and  subcontracts 
thereunder. 

423.342- 1  Statutory  provision. 

423.342- 2  Interpretation  and  application  of 

exemption. 

423.343  Contracts  and  subcontracts  for  cer¬ 

tain  raw  materials  and  agricul¬ 
tural  commodities. 

423.343- 1  Raw  materials. 

423.343- 2  Agricultural  commodities. 

423.343- 3  Cost  allowance  for  raw  materials 

and  agricultural  commodities  In 
the  case  of  Integrated  producers. 

423.343- 4  Packaging  materials  and  con- 

,  /  talners. 

423.344  Contracts  or  subcontracts  with 

tax-exempt  charitable,  religious 
and  educational  institutions. 

423.344- 1  Statutory  provision. 

423.344- 2  Internal  Revenue  Code. 

423.345  Construction  contracts  awarded 

as  a  result  of  competitive  bid¬ 
ding. 

423.345- 1  Statutory  provision. 

423.345- 2  Interpretation. 

423.346  Subcontracts  under  exempt  con¬ 

tracts  and  subcontracts. 

423.346- 1  Statutory  provision. 

423.346- 2  Interpretation. 

423.347  Receipts  or  accruals  less  than 

$100,C00. 


Bee. 

423.347- 1 

423.347- 2 

423.347- 3 

423.347- 4 


SUBPART 


423.350 

42.3.351 

423.352 

423.352- 1 

423.352- 2 

423.353 

423.353- 1 

423.353- 2 

423.354 


423.354-1 

SUBPART  r- 


423.360 

423.361 


Statutory  provision. 

Computation  of  aggregate  re¬ 
ceipts  and  accruals. 

No  reduction  by  refund  below 
$100,000  limitation  (“fioor”). 

Subcontracts  under  contracts  or 
subcontracts  exempt  by  reason 
of  $100,000  limitation. 

E — PERMISSIVE  E;;EMPTI0NS  FROM 
RENEGOTIATION 

Scope  of  subpart. 

Statutory  authority. 

Delegation  of  authority  to  make 
permissive  exemptions. 

By  general  classes  or  types  of 
contracts  or  subcontracts. 

By  individual  contract  or  sub¬ 
contract. 

Request  for  exemption. 

By  general  classes  or  types. 

Individual  contracts  and  sub¬ 
contracts. 

General  classes  or  types  of  con¬ 
tracts  and  subcontracts  which 
have  been  exempted  by  the 
Military  Renegotiation  Policy 
ajid  Review  Board. 

Exempted  contracts  and  sub¬ 
contracts. 

— COMMENCEMENT  AND  COMPLETION 
OF  RENEGOTIATION 

Scope  of  EUbpart. 

Commencement  and  completion 
of  renegotiation. 

SUBPART  G  — (RESERVED) 


SUBPART  H - COSTS  ALLOCABLE  AND  ALLOWABLE 

AGAINST  RENEGOTIABLE  BUSINESS 


423.380 

423.381 

423.381- 1 

423.381- 2 

423.381- 3 

423.381- 4 

423.381- 5 


423.381- 6 

423.382 

423.382- 1 

423.382- 2 

423.382- 3 

423.382- 4 

423.382- 5 

423.382- 6 

423.383 

423.383- 1 

423.383- 2 

423.383- 3 

423.383- 4 

423.384 

423.384- 1 

423.384- 2 


423.385 

423.385- 1 

423.385- 2 

423.385- 3 

423.385- 4 


423.385-5 


423.385-6 

423.3E6 


Scope  of  subpart. 

Statutory  provisions  and  general 
regulations. 

Determination  of  costs. 

(Reserved.) 

(Reserved.) 

Profit,  cost  allocation  and  allow¬ 
ance;  general. 

Costs  allocable  to  uncompleted 
portions  of  terminated  con¬ 
tracts  and  subcontracts. 

Special  accounting  procedures. 

Salaries,  wages  and  other  com¬ 
pensation. 

Allocation. 

Allowances. 

(Reserved.) 

(Reserved.) 

Brokers’  commissions. 

Pension,  annuity,  stock  bonus 
and  profit  sharing  plans. 

Amortization  and  depreciation. 

Allocation. 

(Reserved.) 

( Reserved. ) 

Depreciation. 

Conversion  to  renegotlable  pro¬ 
duction. 

Ck)st  of  conversion  of  facilities. 

Costs  In  connection  with  the  dis¬ 
continuance  of  renegotlable 
business. 

Losses. 

Ctosts  or  losses  on  other  ventures. 

Losses  from  prior  or  subsequent 
years. 

(Reserved.) 

Losses  from  sale  or  exchange  of 
facilities  used  In  performing 
renegotlable  contracts  or  sub¬ 
contracts. 

Losses,  other  than  from  sale  or 
exchange,  with  respect  to  facili¬ 
ties  used  In  performing  rene¬ 
gotlable  contracts  or  subcon¬ 
tracts. 

Effect  of  renegotiation  under  prior 
acts. 

Interest. 
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Sec. 

423.386- 1  Allowance. 

423.386- 2  Allocation. 

423.386- 3  Interest  on  tax  deficiencies. 

423.387  Selling  and  advertising  expense. 

423.387- 1  Selling. 

423.387- 2  Advertising. 

423.388  Other  costs,  expenses  and  reserves. 

423.388- 1  Patent  royalties. 

423.388- 2  Charitable  and  other  contribu¬ 

tions. 

423.388- 3  Cost  allowance  in  connection 

with  raw  materials. 

423.388- 4  Inventories. 

423.389  Taxes  measured  by  income. 

423.389- 1  In  general. 

423.389- 2  Allocation. 

423.389- 3  State  Income  taxes  Imposed  at  a 

••flat  rate.” 

423.389- 4  Graduated  State  Income  tax. 

423.389- 5  Multiple  State  Income  taxes. 

423.389- 6  State  Income  tax  measured  by 

Income  for  preceding  year. 

423.389- 7  State  Income. tax  of  contractor 

operating  as  a  partnership  or 
sole  proprietorship. 

Aitthoritt:  $$  423,300  to  423.389-7  issued 
under  sec.  3  (f).  Pub.  Law  547,  80th  Cong., 
62  Stat  260. 

SUBPART  A — FISCAL  YEAR  BASIS  FOR 
RENEGOTIATION  AND  EXCEPTIONS 

§  423.300  Scope  of  subpart.  This  sub¬ 
part  deals  with  the  application  of  the 
fl.scal  year  basis  for  renegotiation,  and 
exceptions  to  it. 

§  423.301  Fiscal  year  basis  for  rene¬ 
gotiation. 

§  423  301-1  Statutory  provisions. 
Subsection  tb)  of  the  act  provides  in 
part  as  follows: 

•  •  •  The  powers  hereby  conferred 

upon  the  Secretary  shall  be  exercised  with 
respect  to  the  aggregate  of  the  amounts  re¬ 
ceived  or  accrued  under  all  such  contracts 
and  subcontracts  by  the  contractor  or  sub¬ 
contractor  during  his  fiscal  year  or  upon  such 
other  basis  as  may  be  mutually  agreed 
upon;  •  •  • 

§  423.301-2  Application  of  statutory 
provisions,  (a)  Renegotiation  will  be 
conducted  on  the  basis  of  the  amounts 
received  or  accrued  by  a  contractor  from 
his  renegotiable  contracts  and  subcon¬ 
tracts  for  a  fiscal  year.  Accordingly, 
excessive  profits  will  be  determined  by 
examining  the  contractor’s  financial 
position  and  the  profits  from  such  con¬ 
tracts  and  subcontracts  taken  as  a  whole 
for  a  particular  fi.scal  year  rather  than 
on  an  individual  contract  basis.  This 
avoids  problems  of  allocation  of  costs 
and  profits  as  between  each  contract 
and  subcontract,  allows  the  contractor 
to  off.set  the  results  of  one  contract 
against  the  results  of  another,  and 
simplifies  administration. 

(b)  Since  renegotiation  will  be  con¬ 
ducted  on  a  fi.scal  year  basis,  losses  or 
inadequate  profits  in  any  year  preced¬ 
ing  the  year  being  renegotiated  shall 
not  be  u.sed  as  an  offset  or  adjustment 
in  the  determination  of  excessive  profits 
for  the  year  which  is  the  subject  of  re¬ 
negotiation.  However,  a  loss  on 'rene¬ 
gotiable  business  in  a  prior  year  subject 
to  the  Renegotiation  Act  of  1948  is  a 
factor  which  may  be  considered  in  de¬ 
termining  the  reasonableness  of  profits 
for  a  later  year. 

§  423.302  Differing  accounting  meth¬ 
ods.  ff  there  be  employed  in  a  renego¬ 


tiation  for  any  fiscal  year  a  method  of 
computing  profit  different  from  that  em¬ 
ployed  In  renegotiation  for  the  fiscal 
year  Immediately  preceding,  the  renego¬ 
tiating  agency  must  make  adequate 
provision  in  the  agreement  or  otherwise 
so  that  renegotiable  business  will  not 
escape  renegotiation  because  of  the 
change.  The  interest  of  the  Govern¬ 
ment  with  respect  to  the  year  which  is 
the  subject  of  renegotiation  and  future 
years  must  also  be  protected,  and  no 
item  of  cost  which  has  been  allowed  in 
a  previous  renegotiation  will  be  allowed 
In  any  subsequent  renegotiation.  Under 
ordinary  circumstances  a  contractor  will 
be  renegotiated  on  the  same  basis  as  that 
used  for  the  determination  of  his  income 
for  Federal  income  tax  purposes  and, 
where  a  contractor  requests  and  is 
allowed  to  renegotiate  on  some  other 
basis;  he  will  be  required  to  agree  that 
future  renegotiations  will  be  conducted 
on  the  same  basis  unless  the  Policy  and 
Review  Board  approves  a  variation  there¬ 
from  by  reason  of  unusual  circumstances. 
With  reference  to  special  accounting 
procedures  in  the  case  of  particular 
identified  items  see  §  423.381-6. 

§  423.303  [Reserved.! 

§  423.304  Cost-plus- fixed- fee  con¬ 
tracts.  Amounts  received  or  accrued,  and 
costs  paid  or  incurred,  with  respect  to 
cost-plus-fixed-fee  contracts  and  sub¬ 
contracts  must  be  segregated  from  such 
amounts  relating  to  other  types  of  con¬ 
tracts  and  subcontracts,  in  order  that 
separate  consideration  may  be  given  in 
renegotiation  of  such  cost-plus-fixed-fee 
contracts,  as  required  by  §  424.407  of 
this  subchapter.  (See  §  424.403-2  of  this 
subchapter.) 

§  423.305  Joint  venture  contracts.  If 
two  or  more  parties  enter  into  an  ar¬ 
rangement  for  the  performance  jointly  of 
one  or  more  contracts  or  subcontracts,  the 
combination  resulting  from  such  arrange¬ 
ment  is  commonly  referred  to  as  a  “joint 
venture.”  Such  a  joint  venture  Is  re¬ 
garded  as  an  entity  which,  with  respect 
to  its  contracts  or  subcontracts  within 
the  scope  of  the  act  Is  a  “contractor”  or 
“subcontractor”  within  the  meaning  of 
the  act. 

§  423.306  [ Reserved. 1 

§  423.307  Treatments  of  contracts 
with  price  adjustment  provisions. 

§  423.307-1  Subject  to  renegotiation. 
Certain  contracts  contain  incentive  pro¬ 
visions  or  provide  for  escalation,  rede¬ 
termination  or  other  revision  of  the  con¬ 
tract  price  during  the  life  of  the  contract. 
These  contracts  are  subject  to  renegotia¬ 
tion  unless  otherwise  exempted,  but  their 
provisions  necessitate  special  treatment. 
The  method  of  handling  certain  situa¬ 
tions  arising  in  connection  with  such  con¬ 
tracts  is  discussed  in  §  423.307-2. 

• 

§  423.307-2  Method  of  renegotiation. 
Upon  over-all  renegotiation  involving 
such  contracts,  if  the  price  for  the  period 
under  review  is  expected  to  be  retroac¬ 
tively  reduced  after  the  completion  of  the 
renegotiation  proceedings  and  if  exces¬ 
sive  profits  are  determined  by  agreement, 
then  in  determining  excessive  profits  the 
contractor  may  be  permitted  to  set  up  a 
reasonable  reserve  to  cover  the  estimated 


refund  under  the  contracf  for  the  period 
under  review.  Similarly,  if  the  contract 
clause  Is  expected  to  result  in  a  retro¬ 
active  upward  revision  of  the  price  for 
the  period  under  review,  adjustment 
therefor  may  be  made  on  the  basis  of  rea¬ 
sonable  estimates  and  included  in  the  re¬ 
negotiable  income  of  the  contractor. 

§  423.308  Treatment  of  receipts  or  ac¬ 
cruals  under  termination  claims. 

§  423.308-1  Subject  to  renegotiation. 
Termination  compensation  received  or 
accrued  under  a  subject  contract  or  sub¬ 
contract  is  renegotiable  unless  (a)  re¬ 
ceived  or  accrued  with  respect  to  a  ter¬ 
minated  contract  or  subcontract  which  is 
exempt  or  has  been  exempted  from  rene¬ 
gotiation  or  (b)  the  termination  settle¬ 
ment  is  exempted  from  renegotiation. 

§  423.308-2  When  received  or  accrued. 
For  purposes  of  renegotiation  amounts 
payable  to  a  contractor  or  subcontractor 
on  account  of  any  termination  claim 
under  a  contract  or  subcontract  will  be 
deemed  to  have  been  received  or  accrued 
to  the  extent,  and  in  the  fiscal  year  for 
which,  such  amounts  are  estimated,  upon 
the  basis  of  the  circumstances  existing  at 
the  time  of  renegotiation,  to  be  includible 
in  the  computation  of  taxable  income. 
Renegotiation  will  not  be  postponed  or 
delayed  pending  the  settlement  of  a  ter¬ 
mination  claim  whether  by  a  “no-cost” 
waiver,  or  otherwise. 

§  423.308-3  Separate  consideration. 
Any  contractor  may,  and  In  any  case  In 
which  the  aggregate  of  the  amounts  re¬ 
ceived  or  accrued  under  contracts  and 
subcontracts  includes  any  substantial 
amount  on  account  of  termination  claims 
the  contractor  shall  be  required  to,  reflect 
in  the  financial  and  other  data  upon 
which  the  renegotiation  Is  based  the  re¬ 
ceipts  or  accruals  on  account  of  termina¬ 
tion  claims  separately  from  other  receipts 
or  accruals  subject  to  renegotiation.  Such 
segregation  may  be  required  to  be  made  in 
such  general  or  such  detailed  manner  as 
the  renegotiating  agency  may  deem  nec¬ 
essary. 

§  423.309  Renegotiation  of  commonly 
owned  entities. 

§  423  309-1  When  consolidated  basis 
authorized.  Renegotiation  of  commonly 
owned  entities  which  desire  to  be  con¬ 
solidated  for  the  purposes  of  renegotia¬ 
tion  may,  upon  the  application  of  such 
entitles  and,  in  the  discretion  of  the 
Board,  be  conducted  on  a  con.solidated 
basis.  An  application  for  consolidation 
will  be  granted  only  if  (a)  less  than  25% 
of  the  interest  in  any  entity  is  owned  by 
an  outside  minority  group;  (b)  all  such 
entities  requesting  consolidation  have  the 
same  fiscal  year  for  accounting  purposes; 
(c)  common  ownership  existed  for  the 
entire  period  for  which  consolidation  is 
requested,  and  (d)  all  such  entities  have 
agreed  that  the  $100,000  limitation  will  be 
applied  to  the  aggregate  receipts  or  ac¬ 
cruals  of  all  such  entities  in  the  same 
manner  as  though  a  .single  contractor 
were  involved  (see  §§  423.347-2  and 
423.347-3). 

§  423.309-2  Allocation  of  excessive 
profits  in  cases  of  consolidated  renego¬ 
tiation.  (a)  Exces.sive  profits  must  be 
allocated  among  the  entities  included  in 
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the  consolidated  renegotiation,  and  the 
renegotiation  agreement  must  disclose 
the  allocation.  The  excessive  profits 
must  be  so  allocated  even  though  some 
or  all  of  the  members  of  the  consolidated 
group  participate  in  filing  a  consolidated 
Federal  tax  return.  (See  §  424.444  (b) 
of  this  subchapter.)  If  excessive  profits 
have  been  realized  and  if  the  renegotia¬ 
tion  agreement  were  to  impose  liability 
generally  on  the  entire  consolidated 
group  for  the  profits  found  to  be  exces¬ 
sive,  without  fixing  the  separate  liability, 
then  the  members  of  the  group  might  not 
be  allowed  a  deduction  from  their  income 
for  Federal  tax  purposes  for  the  unallo¬ 
cated  amounts  of  excessive  profits  to  be 
eliminated  under  the  agreement,  or  ap¬ 
propriate  tax  credits  under  section  3806 
of  the  Internal  Revenue  Code. 

(b)  For  this  rea.son,  even  where  a  con¬ 
solidated  basis  has  been  authorized,  each 
of  the  entitles  included  in  the  group 
must  submit  a  standard  form  of  con¬ 
tractors  report  covering  its  renegotiable 
business  in'  addition  to  the  consolidated 
report.  To  make  the  necessary  alloca¬ 
tions  of  the  excessive  profits,  a  review  of 
the  unconsolidated  financial  statements 
of  each  member  of  the  group  must  be 
made.  The  renegotiating  agency  will 
require  that  fair  and  rea.sonable  meth¬ 
ods  be  employed  in  segregating  costs 
and  income  among  the  entities  included 
in  the  consolidated  renegotiation,  and 
will  give  particular  attention  to  those 
cases  in  which  the  type  of  business  con¬ 
ducted  by  one  entity  is  materially  differ¬ 
ent  from  the  business  conducted  by 
others  in  the  consolidated  group. 

(c)  The  form  of  the  renegotiation 
agreement  and  method  of  execution  in 
the  case  of  a  consolidated  renegotiation 
is  described  in  §  425.502-13  of  this  sub¬ 
chapter. 

§  423.309-3  Where  consolidated  basis 
not  used.  Whenever  parent  and  subsid¬ 
iary  companies  are  renegotiated  sepa¬ 
rately,  renegotiations  with  the  individual 
members  of  the  group  should  be  con¬ 
ducted  by  the  same  Renegotiation  Divi¬ 
sion  and  concurrently  if  practicable. 

SUBPART  B — METHODS  OF  SEGREGATING  SALES 

BETWEEN  RENEGOTIABLE  AND  NON-RENEGO- 

TIABLE  BUSINESS 

§  423.320  Scope  of  subpart.  The  Re¬ 
negotiation  Act  of  1948,  and  section  401 
of  the  Second  Deficiency  Act,  1948,  pre¬ 
scribe  w’hat  contracts  and  subcontracts 
are  subject  to  renegotiation,  and  also 
under  what  circumstances  certain  of 
such  contracts  and  subcontracts  may  be 
exempted  from  renegotiation.  Subparts 
C  and  D  of  this  part  discuss  in  detail  the 
principles  for  determining  w’hether  or 
not  particular  contracts  and  subcon¬ 
tracts  are  subject  to  the  act,  and  Subpart 
E  covers  permissive  exemptions  from  re¬ 
negotiation.  This  subpart  deals  with  the 
methods  of  segregating  sales  and  gross 
receipts  so  as  to  determine  the  amount 
of  such  sales  and  gross  receipts  which 
apply  to  contracts  and  subcontracts  sub¬ 
ject  to  renegotiation. 

§  423.321  Responsibility  for  segrega¬ 
tion.  The  contractor  has  the  primary 
responsibility  for  determining  the  sales 
subject  to  renegotiation  and  the  alloca¬ 
ble  costs  applicable  thereto.  A  portion 


of  these  data  Is  called  for  by  the 
“Standard  Form  of  Contractor’s  Report” 
required  to  be  filed  by  contractors  and 
subcontractors  (see  §  422.222  of  this  sub¬ 
chapter).  These  reports,  and  such  ad¬ 
ditional  data  as  may  be  requested  by  the 
renegotiating  agency  (-see  §  422.224  ef 
this  subchapter)  or  otherwise  submitted 
by  the  contractor,  must  be  executed  by 
him.  He  is  also  required  to  furnish  an 
explanation  of  the  methods  used  in  de¬ 
termining  the  amount  of  sales  and  costs 
allocated  to  renegotiable  contracts  or 
subcontracts.  The  segregation  of  sales 
and  allocation  of  costs  upon  which  a  de¬ 
termination  is  based  must  be  satisfac¬ 
tory  to  the  agency  which  concludes  the 
renegotiation  proceedings.  Such  agency 
shall  afford  rea.sonable  assistance  in  sug¬ 
gesting  methods  of  segregation  and  al¬ 
location. 

§  423.322  Methods  of  segregating  sales. 

§  423.322-1  Basic  approach,  (a)  The 
act  requires  the  inclusion  of  the  Rene¬ 
gotiation  Article  set  forth  therein  in 
certain  contracts  and  subcontracts  (in¬ 
cluding  purchase  orders)  under  the  cir¬ 
cumstances  specified  in  §  423.331-1. 
Therefore,  as  a  preliminary  approach,  a 
tabulation  shall  be  made  of  receipts  and 
accruals  of  the  fiscal  year  under  consid¬ 
eration  (hereinafter  in  this  section  re¬ 
ferred  to  as  sales)  applicable  to  con¬ 
tracts  and  subcontracts  which  contain 
the  renegotiation  article. 

(b)  As  pointed  out  in  §  423.331-3,  the 
absence  of  the  renegotiation  article  from 
a  contract  or  subcontract  does  not^re- 
clude  the  application  of  the  Act  !^he 
contract  or  subcontract  should  have  con¬ 
tained  the  article.  The  contractor  shall 
Include  in  renegotiable  business  sales 
applicable  to  such  contracts  and  subcon¬ 
tracts.  In  most  cases,  it  is  expected  that 
the  contractor  will  be  able  to  make  such 
inclusion  in  renegotiable  sales  because 
of  his  knowledge  of  the  ultimate  end  use 
of  the  product  involved,  or  of  the  prime 
contract  under  which  he  is  a  subcon¬ 
tractor. 

(c)  It  must  also  be  recognized  that  a 
contract  or  subcontract  which  contains 
the  renegotiation  article  may,  despite 
such  article,  be  exempt  from  renegotia¬ 
tion  (see  §  423.331-4).  The  Information 
as  to  whether  such  a  contract  or  subcon¬ 
tract  is  subject  to  renegotiation  gen¬ 
erally  will  be  more  readily  available  to 
the  contractor  than  to  the  renegotiating 
agency.  Therefore,  in  such  ca.ses,  it  is 
the  responsibility  of  the  contractor  to 
submit  a  list  of  such  contracts  or  sub¬ 
contracts  together  with  an  explanation  of 
the  basis  for  his  opinion  as  to  their  non¬ 
renegotiability.  Reference  should  be 
made  to  Subpart  E  of  this  part  for  a  dis¬ 
cussion  of  contracts  which  have  been 
exempted  pursuant  to  statutory  au¬ 
thority. 

Note:  In  an  effort  to  Inform  contractors 
and  subcontractors  as  to  which  prime  con¬ 
tracts  are  subject  to  renegotiation  and  thus 
assist  them  in  segregating  sales,  the  Policy 
and  Review  Board  will  cause  a  list  of  the 
numbers  of  such  prime  contracts  together 
with  the  names  of  the  contractors  holding 
such  contracts  to  be  published  In  the  Fed¬ 
eral  Register.  The  publication  of  the  con¬ 
tract  numbers  and  names  will  be  brought 
up  to  date  periodically.  Such  publication 
Is  only  for  the  purpose  of  disseminating  in¬ 
formation  and  although  every  effort  will  be 


made  to  have  the  lists  complete  and  accurate 
the  omission  of  the  number  of  a  contract 
subject  to  the  act  will  not  thereby  relieve 
the  contractor  and  subcontractors  thereunder 
from  renegotiation.  Conversely,  the  Inclu¬ 
sion  In  the  published  list  of  the  number  of 
a  contract  which  Is  not  subject  to  the  act 
will  not  make  the  contractor  holding  such 
contract  and  subcontractors  thereunder  svib- 
Ject  to  renegotiation.  Furthermore,  contrac¬ 
tors  and  hlgher-tler  subcontractors  should 
assist  their  subcontractors  In  making  segre¬ 
gations  by  advising  such  subcontractors  of 
the  prime  contract  number  under  which  such 
contractors  and  subcontractors  are  operating. 

§  423.322-2  Segregation  other  than 
specifically  by  contract  or  subcontract. 

(a)  If  a  contractor’s  business  is  such 
that  a  segregation  of  sales  can  be  made 
with  reasonable  accuracy  without  ac¬ 
cording  specific  consideration  to  separate 
contracts  and  subcontracts  such  other 
method  may  be  employed  if  satisfactory 
to  the  renegotiating  agency.  For  ex¬ 
ample,  if  a  subcontractor’s  business  is 
entirely  with  an  enterprise  known  to  be 
engaged  in  production  under  subject  con¬ 
tracts  or  subcontracts,  it  may  not  be  nec¬ 
essary  to  require  the  subcontractor  to 
review  his  subcontracts  and  purchase 
orders  separately.  Similarly,  it  may  be 
possible  to  omit  such  separate  considera¬ 
tion  of  contracts  and  subcontracts  for 
segments  of  the  business,  if  sales  and 
costs  data  for  such  segments  are  avail¬ 
able. 

(b)  It  is  not  possible  to  specify  with 
exactitude  all  of  the  methods  which  may 
be  employed  to  segregate  sales  without 
examination  and  consideration  of  each 
separate  contract  and  subcontract.  "D-ie 
contractor  is  best  equipped  to  appraise 
the  need  for  and  practicability  of  general 
approaches  to  the  problem.  The  con¬ 
tractor  should  feel  free  to  consult  the  re¬ 
negotiating  agency  Involved  as  to  these 
problems,  and  the  renegotiating  agency 
is  authorized  to  accept  segregations  based 
on  general  approaches  which  are  not 
contrary  to  the  interests  of  the  Govern¬ 
ment.  However,  general  methods  of 
segregation  will  be  acceptable  only  if  it 
Is  determined  that  analysis  of  separate 
contracts  and  subcontracts  would  be 
burdensome,  or  if  it  appears  from  the 
particular  circumstances  that  detailed 
analysis  by  contracts  and  subcontracts 
could  not  result  in  a  segregation  mate¬ 
rially  different. 

(c)  The  general  approaches  referred 
to  in  the  subparagraph  immediately  pre¬ 
ceding  may  include  one  or  more  of  the 
following  methods  of  classifying  or  ana¬ 
lysing  sales: 

(1 )  By  industry,  customer,  or  customer 
groups; 

<2)  By  product  or  product  group; 

(3)  By  division,  department  or  plant 
of  the  contractor,  for  separate  and  pos¬ 
sibly  different  consideration  of  each  as 
to  renegotiable  business; 

(4)  By  u.se  of  Government,  trade  as¬ 
sociation,  or  other  reports  independently 
prepared,  by  which  end  use  of  products 
may  be  determined: 

(5)  By  use  of  spot  checks  of  detailed 
transactions  of  part  of  the  fiscal  year, 
after  prior  discussion  with,  and  approval 
by,  the  renegotiating  agency  of  the  ac¬ 
ceptability  of  the  statistical  procedure. 

§  423.322-3  Overall  consideration  of 
segregation.  Regardless  of  the  methods 
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employed  by  the  contractor  in  segre¬ 
gating  sales,  the  renegotiating  agency 
must  determine  that  the  result  is  rea¬ 
sonable  on  an  overall  basis,  having  re¬ 
gard  to  such  of  the  general  approaches 
outlined  in  §  423.322-2  as  are  applicable, 
and  also  to  segregations  determined  for 
other  contractors  and  subcontractors 
known  or  believed  to  be  comparable  to 
the  subject  contractor  as  to  pattern  of 
business. 

§  423.323  Segregation  and  exclusion 
of  exempt  contracts.  Sales  and  costs  al¬ 
locable  to  any  contract  or  portion  thereof 
which  is  exempt  from  renegotiation  un¬ 
der  subsection  (i)  (1)  of  the  Renegotia¬ 
tion  Act  of  February  25,  1944,  as 
amended,  or  which  is  exempted  by  the 
Secretary  of  Defense  or  his  delegatee 
pursuant  to  section  (d)  of  the  Renego¬ 
tiation  Act  of  1948,  shall  be  entirely  ex¬ 
cluded  from  consideration  in  determin¬ 
ing  whether  excessive  profits  have  been 
realized  and  the  amount  thereof.  (How¬ 
ever,  see  §  423.385-4  for  treatment  of 
lo.sses  from  the  sale  or  exchange  of  fa¬ 
cilities  used  in  performing  renegotiable 
contracts  or  subcontracts.)  Sales  un¬ 
der  contracts  which  are  exempted  under 
the  permissive  exemption  authority  con¬ 
tained  in  subsection  (d)  of  the  act  shall 
be  included  in  applying  the  $100,000 
limitation  or  the  $100,000  “floor.”  (See 
§§  423.347-2  and  423.347-3.) 

SUBPART  C — CONTRACTS  AND  SUBCONTRACTS 
WITHIN  THE  SCOPE  OF  THE  1948  ACT 

§  423.330  Scope  of  subpart.  This  sub¬ 
part  and  Subparts  D  and  E  of  this  part 
deal  with  the  contracts  and  subcontracts 
subject  to  renegotiation.  This  subpart 
discusses  the  kinds  of  prime  contracts 
and  subcontracts  which  are  within  the 
1948  Act,  aside  from  exemptions,  and 
the  following  subparts  cover  the  exemp¬ 
tions  (mandatory  and  permissive,  re¬ 
spectively)  from  renegotiation. 

§  423.331  General  coverage  of  1948 

A(j^. 

§  423.331-1  Statutory  provisions,  (a) 
Subsection  (b)  of  the  act  confers  the 
basic  authority  to  renegotiate  and 
applies  to  contracts  and  subcontracts 
“required^ to  contain  the  Renegotiation 
Article  prescribed  in  subsection  (a)."  The 
latter  section  requires  the  inclusion  of 
the  renegotiation  article  set  forth 
therein  in  all  contracts  in  excess  of 
$1,000  entered  into  under  the  authority 
of  the  Supplemental  National  Defense 
Appropriation  Act,  1948,  obligating  funds 
appropriated  thereby,  obligating  funds 
consolidated  thereby  with  funds  appro¬ 
priated  thereby,  or  entered  into  through 
contract  authorizations  granted  in  that 
act,  and  in  all  subcontracts  in  excess  of 
$1,000  under  such  contracts. 

(b)  Section  401  of  the  Second  Defi¬ 
ciency  Appropriation  Act,  1948,  provides 
as  follows: 

The  Secretary  of  Defense  is  authorized 
and  directed,  whenever  in  his  judgment  the 
best  Interests  of  the  United  States  so  require, 
to  direct  the  insertion  of  a  clause  incorpo¬ 
rating  the  Renegotiation  Act  of  1948  in  any 
contracts  for  the  procurement  of  ships,  air¬ 
craft.  aircraft  parts,  and  the  construction  of 
facilities  or  installations  outside  continental 
U.ilted  States  entered  into  by  or  in  behalf  of 
the  Department  of  the  Army,  the  Depart- 
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ment  of  thi  Navy,  or  the  Department  of  the 
Air  Farce  which  obligates  any  funds  made 
available  for  obligation  in  the  fiscal  year 
1949. 

When  the  Secretary,  pursuant  to  said 
section  401,  directs  the  insertion  of  a 
clause  incorporating  the  Renegotiation 
Act  of  1948  in  any  contracts  described  in 
section  401,  such  contracts  and  all  sub¬ 
contracts  thereundg*,  in  excess  of  $1,000, 
thereby  become  subject  to  the  Renego¬ 
tiation  Act  of  1948  in  all  respects. 
Therefore,  whenever  in  the  regulations 
in  this  subchapter  any  of  the  terms  “sub¬ 
ject  contract,”  or  “subject  to  renegotia¬ 
tion,”  or  “renegotiable  contracts  or  sub¬ 
contracts,”  or  “renegotiable  business”  or 
similar  language  is  used,  such  term  shall 
be  deemed  to  include  any  contract,  or 
subcontract  thereunder,  made  subject  to' 
the  1948  Act  by  virtue  of  the  Secretary’s 
action  under  section  401. 

On  June  30,  1948  the  Secretary  of  De¬ 
fense  issued  the  following  directive: 

Pursuant  to  the  authority  vested  In  me  by 
Section  401  of  Public  Law  785  (80th  Con¬ 
gress),  I  hereby  adjudge  that  It  Is  In  the 
best  Interests  of  the  United  States,  and  ac¬ 
cordingly,  I  direct  the  Inclusion  of  a  clause 
Incorporating  the  Renegotiation  Act  of  1948 
in  all  contracts  for  the  procurement  of  air¬ 
craft  and  aircraft  parts  entered  Into  by  or 
on  behalf  of  the  Department  of  the  Navy  or 
the  Department  of  the  Air  Force,  which  obli¬ 
gate  any  funds  made  available  for  obligation 
in  the  fiscal  year  1949. 

This  order  Is  effective  1  July  1948. 

§  423.331-2  Agreements  made  prior 
to  May  21,  1948.  The  effective  date  of 
thqAupplemental  National  Defense  Ap¬ 
propriation  Act,  1948,  is  May  21,  1948. 
Therefore,  contracts  and  subcontracts 
entered  into  prior  to  May  21,  1948,  are 
not  required  to  contain  the  renegotiation 
article  and  are  not  subject  to  renegotia¬ 
tion.  In  some  cases  it  will  be  difficult  to 
determine  whether  articles  or  services  re¬ 
quired  for  the  performance  of  a  contract 
or  subcontract  are  furnished  under  a  sub¬ 
contract  entered  into  prior  to  May  21, 
1948  or  under  a  subcontract  entered  into 
after  May  20,  1948.  In  the  absence  of 
acceptable  evidence  to  the  contrary, 
therefore,  deliveries  after  May  20,  1948, 
under  subcontracts  which  would  be  sub¬ 
ject  to  renegotiation  if  made  after  May 
20,  1948,  shall  be  presumed  to  be  made 
under  subcontracts  entered  into  after 
such  date.  Of  course,  if  the  subcontract 
is  entered  into  under  a  prime  contract 
made  prior  to  May  21,  1948,  the  subcon¬ 
tract  is  not  subject  to  renegotiation  re¬ 
gardless  of  the  date  upon  which  it  is  en¬ 
tered  into. 

§  423.331-3  Effect  of  renegotiation  ar¬ 
ticle.  The  act  applies  only  to  contracts 
and  subcontracts  required  to  contain  the 
renegotiation  article.  The  absence  of  the 
renegotiation  article  from  any  contract 
or  subcontract  does  not,  however,  pre¬ 
clude  the  application  of  the  act  if  such 
contract  or  subcontract  is  one  required 
by  subsection  (a)  to  contain  the  article. 
On  the  other  hand,  if  the  aggregate  of 
the  amounts  received  or  accrued  under 
all  such  contracts  and  subcontracts  by 
the  contractor  or  subcontractor  during 
his  fisal  year  is  less  than  $100,000,  such 
contracts  and  subcontracts  to  the  extent 
of  receipts  or  accruals  thereunder  for 
such  fiscal  year,  are  not  subject  to  rene¬ 


gotiation  even  though  they  contain  the 
article. 

§  423.331-4  Exclusions  and  exemp¬ 
tions,  Subsection  (i)  (1)  of  the  Rene¬ 
gotiation  Act  of  February  25,  1944,  as 
amended,  describes  certain  classes  of  ex¬ 
empt  contracts  and  subcontracts.  Sub¬ 
section  (d)  of  the  1948  Act  provides  that 
the  1948  Act  does  not  apply  to  such 
classes  of  contracts  and  subcontracts.  In 
addition,  subsection  (d)  provides  that  the 
Secretary  of  Defense  in  his  discretion 
may  exempt  from  renegotiation  any 
other  contract  or  subcontract  both  indi¬ 
vidually  and  by  general  classes  or  types. 

§  423.332  Subject  contracts.  All  con¬ 
tracts  required  to  contain  the  Renego¬ 
tiation  Article,  except  exempt  contracts, 
are  subject  to  the  Renegotiation  Act  of 
1948.  Therefore,  in  general,  in  order  for 
a  contract  to  be  subject  to  the  Renego¬ 
tiation  Act  of  1948  it  must  be  for  an 
amount  in  excess  of  $1,000,  and  be  en¬ 
tered  into  under  the  authority  of  the 
Supplemental  National  Defense  Appro¬ 
priation  Act,  1948,  obligating  funds  ap¬ 
propriated  by  that  act,  obligating  funds 
consolidated  by  that  act  with  funds  ap¬ 
propriated  thereby,  or  entered  into 
through  contract  authorizations  granted 
In  that  act,  or  be  made  subject  to  the 
Renegotiation  Act  of  1948  pursuant  to  the 
provisions  of  section  401  of  the  Second 
Deficiency  Appropriation  Act,  1948.  In 
determining  whether  a  contract  is  for 
an  amount  in  excess  of  $1,000  there  shall 
be  taken  into  account  the  total  dollar 
amount  which  the  contractor  is  to  re¬ 
ceive  under  the  contract  including  all 
amendments  and  revisions  thereof. 

However,  even  though  a  contract  has 
not  been  entered  into  pursuant  to  the 
authority  of  the  Supplemental  National 
Defense  Appropriation  Act,  1948,  and  has 
not  been  made  subject  to  the  act  pursu¬ 
ant  to  the  provisions  of  section  401  of 
the  Second  Deficiency  Appropriation  Act, 
1948,  an  amendment  to  such  a  contract 
Is  itself  a  contract  subject  to  the  act  if 
such  amendment  provides  for  new  or  ad¬ 
ditional  procurement  and  is  made  pur¬ 
suant  to  the  authority  of  the  Supple¬ 
mental  National  Defense  Appropriation 
Act,  1948,  or  is  for  procurement  which 
has  been  made  subject  to  the  act  pur¬ 
suant  to  the  provisions  of  section  401  of 
the  Second  Deficiency  Appropriation 
Act,  1948. 

§  423.333  Interpretation  of  term 
^"subcontract." 

§  423.333-1  General.  The  terms 
“subcontract”  and  “subcontracts,”  as 
used  in  the  act,  mean  all  purchase  orders 
or  agreements  in  excess  of  $1,000  to  per¬ 
form  all  or  any  part  of  the  work,  or  to 
make  or  furnish  any  article  required  for 
the  performance  of  any  other  subject 
contract  or  subcontract.  The  term  “ar¬ 
ticle”  as  used  herein  shall  be  deemed, to 
Include  any  material,  part,  assembly, 
machinery,  equipment,  or  other  personal 
property. 

§  423.333-2  Meaning  of  "required  for 
performance.”  An  article  or  work  is  re¬ 
quired  for  the  performance  of  a  subject 
contract  or  subcontract  if  such  contract 
or  subcontract  is: 
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(a)  For  the  sale  or  processing  of  an  end 
product  or  of  an  article  incorporated 
therein, 

(b)  For  the  sale,  furnishing  or  installa¬ 
tion  of  machinery,  equipment  or  ma¬ 
terials  used  in  the  processing  of  an  end 
product  or  of  an  article  Incorporated 
therein, 

(c)  For  the  sale,  furnishing  or  installa¬ 
tion  of  machinery  used  in  the  processing 
of  other  machinery  to  be  used  in  the 
processing  of  an  end  product  or  of  an 
article  Incorporated  therein, 

(d)  For  the  sale,  furnishing  or  installa¬ 
tion  of  component  parts  of  or  subassem¬ 
blies  for  machinery  included  in  para¬ 
graph  (c)  of  this  section  and  machinery, 
equipment  and  materials  included  in 
paragraph  (b)  of  this  section,  and 

(e)  For  the  performance  of  services 
directly  required  for  the  performance  of 
contracts  or  subcontracts  included  in 
paragraphs  (a),  (b),  (c),  and  (d)  of 
this  section. 

The  term  “component  part”  as  used 
in  paragraph  (d)  of  this  section  shall 
be  deemed  to  include  materials  and 
ingredients. 

§  423.333-3  When  machinery,  equip¬ 
ment  or  materials  "used  in  processing." 
Under  this  interpretation  machinery, 
equipment  or  materials  will  be  deemed  to 
be  used  in  the  processing  of  an  end  prod¬ 
uct  or  an  article  incorporated  in  an  end 
product  in  all  cases  where  such  ma¬ 
chinery,  equipment  or  materials  are 
used : 

(a)  To  produce  or  otherwise  operate, 
directly  on  an  end  product  or  an  article 
Incorporated  in  an  end  product  by  chemi¬ 
cal,  physical  or  mechanical  methods; 
.such,  for  example,  as  shaping,  cutting, 
constructing,  combining,  refining,  as¬ 
sembling,  testing,  inspecting  or  (in  the 
case  of  end  products)  packaging; 

(b)  To  transport  within  the  contrac¬ 
tor’s  plant  an  end  product  or  an  article 
incorporated  in  an  end  product  or  other 
articles  used  in  connection  with  the  pro¬ 
duction  thereof; 

(c)  In  connection  with  the  repair, 
maintenance,  equipping,  or  operation  in 
the  contractor’s  plant  of  machinery  or 
equipment  used  in  the  production  of  an 
end  product,  or  an  article  incorporated  in 
an  end  product. 

§  423.333-4  General  effect  of  inter¬ 
pretation.  (a)  In  general  it  is  intended 
to  Include  as  subject  to  renegotiation 
the  sale  of  all  machinery,? equipment, 
materials  and  other  articles  which  con¬ 
tribute  directly  to  the  actual  production 
of  an  end  item  or  an  article  incorporated 
therein,  in  connection  with  the  physical 
handling  of  the  item  from  the  time  of 
entry  of  the  component  materials  to  de¬ 
parture  of  the  item  from  the  plant  in 
que.stion  and  to  include  all  machinery  so 
used.  Packaging  materials  and  contain¬ 
ers  are  regarded  as  a  component  part  of 
the  end  product  when  they  are  used  to 
package  or  contain  the  end  product  and 
are  delivered  with  the  end  product  to 
the  Government;  on  the  other  hand, 
sales  of  packaging  materials  and  con¬ 
tainers  which  are  not  ultimately  de¬ 
livered  to  the  Government  are  excluded 
from  renegotiation. 

(b)  It  is  intended  to  exclude  the  sale 
of  articles  which  contribute  only  Indi- 
No.  66 - 2 


rectly  to  the  actual  manufacturing  proc¬ 
ess,  such  as  products  used  for  general 
plant  maintenance,  including  fuel  and 
equipment  to  produce  light,  heat  and 
general  power  requirements  and  such  as 
equipment  needed  for  general  oflBce 
maintenance,  including  all  types  of  ofBce 
machinery  and  supplies,  and  such  as 
safety  equipment  and  clothing.  It  is 
not  intended  to  exclude  from  renegotia¬ 
tion  any  article  sold  to  a  contractor  when 
the  items  are  to  be  ultimately  resold  to 
the  Government  either  as  end  products 
or  as  component  parts  included  therein. 

§  423.333-5  Amendments  to  subcon¬ 
tracts  made  before  May  21,  1948.  Sub¬ 
contracts  entered  into  prior  to  May  21, 
1948  are  not  required  to  contain  the  Re¬ 
negotiation  Article  and  are  not  subject 
to  renegotiation  (see  5  423.331-2).  How¬ 
ever,  an  amendment  made  after  May  20, 
1948  to  a  subcontract  entered  into  prior 
to  May  21,  1948  is  in  itself  a  subcontract 
subject  to  renegotiation  if  it  provides  for 
new  or  additional  procurement  and  is  for 
an  amount  in  excess  of  $1,000. 

For  example,  if  A  and  B  entered  into  a 
subcontract  on  May  1,  1948  for  the  sale 
and  purchase  of  100  units  at  $5.00  per 
unit  and  they  amend  the  agreement  on 
June  1,  1948  to  obligate  themselves  to 
buy  and  sell  500  additional  units  at  the 
same  price,  there  is  a  subcontract  sub¬ 
ject  to  renegotiation  for  the  500  addi¬ 
tional  units. 

§  423.333-6  Subcontracts  not  in  ex¬ 
cess  of  $1,000.  A  subcontract  which  is 
not  in  excess  of  $1,000  is  not  required  to 
contain  the  Renegotiation  Article  and  is 
not  subject  to  renegotiation.  In  deter¬ 
mining  whether  any  subcontract  is  or  is 
not  in  excess  of  $1,000,  there  shall  be 
included  all  amounts  payable  under  the 
agreement. 

S  423.333-7  Subcontracts  under  con¬ 
tracts  made  subject  to  renegotiation  un¬ 
der  Second  Deficiency  Appropriation  Act, 
1948.  Section  401  of  the  Second  Defi¬ 
ciency  Appropriation  Act,  1948,  provides 
that  the  Secretary  of  Defense  may  direct 
the  insertion  of  an  article  incorporating 
the  Renegotiation  Act  of  1948  in  any 
contracts  for  the  procurement  of  ships, 
aircraft,  aircraft  parts,  and  the  con¬ 
struction  of  facilities  or  Installations 
'  outside  the  continental  United  States 
(see  §  423.331-1).  All  subcontracts  in 
excess  of  $1,000  under  contracts  made 
subject  to  renegotiation  pursuant  to  this 
authority  are  subject  to  the  Renegotia¬ 
tion  Act  of  1948  and  the  regulations  in 
this  subchapter  to  the  same  extent  and 
in  the  same  manner  as  subcontracts  un¬ 
der  contracts  entered  into  under  the 
authority  of  the  Supplemental  National 
Defense  Appropriation  Act,  1948. 

The  Secretary  of  Defense  by  memo¬ 
randum  dated  June  30, 1948  directed  that 
a  clause  incorporating  the  Renegotiation 
Act  of  1948  be  included  in  all  contracts 
for  the  procurement  of  aircraft  and  air¬ 
craft  parts  entered  into  by  or  on  behalf 
of  the  Department  of  the  Navy  or  the 
Department  of  the  Air  Force  which  obli¬ 
gate  any  funds  made  available  for  obli¬ 
gation  in  the  fiscal  year  1949.  (See 
§  423.331-1  (b).) 


§  423.334  Specific  interpretations  of 
"subcontract." 

§  423.334-1  Patent  licenses  as  subcon¬ 
tracts.  Licenses  or  other  agreements  for 
the  use  of  processes  or  inventions  used  in 
performing  subject  contracts  and  sub¬ 
contracts  are  .subcontracts  subject  to 
renegotiation  unless  exempted. 

§  423.335  Contracts  and  subcontracts 
involving  real  property. 

§  423.335-1  Subcontracts  for  existing 
real  property,  (a)  The  term  “subcon¬ 
tract”  is  construed  to  exclude  agreements 
for  the  purchase  or  rental  of  real  prop¬ 
erty  by  contractors  and  subcontractors 
since  the  term  refers  to  the  making  or 
furnishing  of  any  article  which  is  con¬ 
strued  to  mean  “any  material  •  •  *  or 
other  personal  property.”  (See  §  421.122 
(g)  of  this  subchapter.) 

(b)  The  exclusion  di.scussed  in  this 
section  governs  agreements  for  existing 
real  property,  but  does  not  apply  to 
agreements  for  fixtures  or  for  improve¬ 
ments  to  or  construction  of  real  property 
which  are  discussed  in  §  423.335-2. 

§  423.335-2  Agreements  for  fixtures, 
construction  and  improvements  on  real 
property,  (a)  If  an  agreement  is  for 
w’ork  or  articles  w’hich  become  real  prop¬ 
erty  in  the  course  of  its  performance,  as 
distinguished  from  existing  real  property, 
the  principles  stated  in  this  section 
govern. 

(b)  If  an  agreement  to  sell,  furnish  or 
install  machinery,  equipment,  materials 
or  other  personal  property  would  other¬ 
wise  constitute  a  renegotiable  contract  or 
subcontract,  the  fact  that  such  property 
is  to  be  installed  in  a  building  or  other¬ 
wise  affixed  to  real  estate  and  will  be 
treated  as  real  property  for  some  pur¬ 
poses  does  not  exclude  the  agreement 
from  renegotiation. 

(c)  If  a  contract  for  the  construction 
of  a  building  or  improvements  on  or  to 
real  property  is  entered  into  by  the  Gov¬ 
ernment  under  the  authority  of  the  Sup¬ 
plemental  National  Defense  Appropria¬ 
tion  Act,  1948  (or  is  otherwise  made  .sub¬ 
ject  to  renegotiation  pursuant  to  section 
401  of  the  Second  Deficiency  Appropria¬ 
tion  Act,  1948),  such  contract  is  subject 
to  renegotiation  unless  exempted.  If  a 
contract  for  the  construction  of  a  build¬ 
ing  or  improvements  on  or  to  real  prop¬ 
erty  Is  entered  into  by  someone  other 
than  the  Government,  such  contract  is 
nevertheless  subject  to  renegotiation  if, 
at  the  time  such  contract  was  made,  the 
Government  pursuant  to  a  contract  en¬ 
tered  into  under  the  authority  of  the 
Supplemental  National  Defense  Appro¬ 
priation  Act,  1948,  (or  otherwise  made 
subject  to  renegotiation  pursuant  to  sec¬ 
tion  401  of  the  Second  Deficiency  Appro¬ 
priation  Act,  1948)  is  to  obtain  title  to 
such  building  or  improvements  either  im¬ 
mediately  or  ultimately.  Likewise  all 
subcontracts  under  such  a  renegotiable 
contract,  for  furnishing  services,  or  ar¬ 
ticles,  such  as  building  materials  and 
structural  steel,  which  are  personal  prop¬ 
erty  when  furnished,  but  which  became 
real  property  during  the  course  of  con¬ 
struction,  are  renegotiable  unless  ex¬ 
empted,  and  so  are  subcontracts  for  fur¬ 
nishing  any  machinery  and  equipment 
Installed  In  the  building. 
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(d)  If  an  agreement  is  for  the  con¬ 
struction  of  a  building  or  improvement 
on  or  to  real  property  for  a  contractor 
or  subcontractor  for  the  purpose  of  per¬ 
forming  a  renegotiable  contract  or  sub¬ 
contract  and  if  the  Government  is  not  to 
acquire  title  to  such  building  or  improve¬ 
ments,  either  immediately  or  ultimately, 
pursuant  to  a  contract  entered  into  un¬ 
der  the*  authority  of  the  Supplemental 
National  Defense  Appropriation  Act, 
1948,  (or  a  contract  otherwise  made  sub¬ 
ject  to  renegotiation  pursuant  to  section 
401  of  the  Second  Deficiency  Appropria¬ 
tion  Act,  1948)  then  except  as  provided 
in  paragraph  (b)  of  this  section,  such 
agreement  and  subcontracts  thereunder 
are  not  subject  to  renegotiation. 

(e)  If  the  subject  matter  of  a  sub¬ 
contract  comprises  components  which 
would  ordinarily  be  regarded  as  machin¬ 
ery,  equipment,  materials  or  other  per¬ 
sonal  property  and  also  components 
such  as  buildings,  structures  or  similar 
Improvements  to  real  estate  then  that 
part  of  the  receipts  or  accruals  under 
the  subcontract  attributable  to  the  com¬ 
ponents  determined  by  the  renegotiating 
agency  to  be  machinery,  equipment,  ma¬ 
terials  or  other  personal  property  will 
not  be  excluded  from  renegotiation,  al¬ 
though  no  segregation  of  the  considera¬ 
tion  for  such  components  is  made  in  the 
subcontract,  and  although  such  machin¬ 
ery,  equipment,  materials  or  other  per¬ 
sonal  property  are  to  be  installed  in  a 
building,  structure  or  similar  improve¬ 
ment  to  real  estate  or  otherwise  affixed 
to  real  estate.  In  making  such  a  segre¬ 
gation,  there  will  ordinarily  l^e  deemed 
attributable  to  machinery,  equipment, 
materials  or  Other  personal  property  that 
part  of  the  receipts  or  accruals  under 
the  subcontract  allocable  to  the  sale  or 
installation  of  components  used  in  proc¬ 
essing  within  the  meaning  of  §  423.333-3, 
and  there  will  be  deemed  attributable 
to  real  property  that  part  of  the  receipts 
or  accruals  under  the  subcontract  al¬ 
locable  to  the  sale  or  construction  of 
land,  buildings,  structures  and  similar 
non-productive  items. 

§  423.336  Manufacturers’  agents  and 
dealers:  subcontracts,  (a)  Contracts 
between  manufacturers  and  their  rep¬ 
resentatives  are  subject  to  renegotiation 
as  subcontracts  if  the  representative  Is 
performing,  or  agrees  to  make  available 
on  request,  engineering,  mechanical,  or 
other  services  related  to  the  performance 
of  one  or  more  subject  contracts  or  subr 
contracts.  For  example,  manufacturers’ 
agents  in  the  machine  tool  industry  cus¬ 
tomarily  hold  themselves  ready  to  fur¬ 
nish  engineering  advice,  mechanical 
service,  and  advice  on  training  in  the 
use  of  tools.  By  contract  or  custom  the 
manufacturer  usually  pays  the  commis¬ 
sions  of  the  agent  whether  or  not  these 
services  are  used,  and  charges  the 
amount  into  the  cost  of  the  tool.  These 
Activities  comprise  part  of  the  work  re¬ 
quired  for  the  performance  of  a  subject 
contract  or  subcontract. 

( b )  When  a  manuf acturer’s  represent¬ 
ative  also  acts  as  dealer  his  sales  of 
articles  under  a  subject  contract  or  sub¬ 
contract  are  subject  to  renegotiation 
whether  the  articles  are  delivered  from 
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his  own  inventory  or  shipped  direct  by 
the  manufacturer. 

SUBPART  D— MANDATORY  EXEMPTIONS  AND 
EXCLUSIONS  FROM  RENEGOTIATION 

S  423.340  Scope  of  subpart.  Subpart 
C  of  this  part  deals  with  the  general  in¬ 
terpretation  of  the  coverage  of  the  act 
and  with  the  meaning  of  the  terms 
“contract”  and  “subcontract”.  Subsec¬ 
tion  (d)  of  the  act  contains  two  provi¬ 
sions  dealing  with  exemptions: 

(a)  Contracts  and  subcontracts  of  the 
class  or  type  described  In  subsection  (i) 

(1)  of  the  Renegotiation  Act  of  Febru¬ 
ary  25,  1944,  as  amended,  are  exempt 
from  renegotiation.  Such  exemptions, 
generally  referred  to  as  “mandatory  ex¬ 
emptions”,  are  described  in  this  subpart. 

(b)  The  Secretary,  in  his  discretion, 
may  exempt  “any  other  contract  or  sub¬ 
contract  both  individually  and  general 
by  classes  or  types”.  Such  exemptions, 
generally  referred  to  as  “permissive  ex¬ 
emptions”,  are  described  in  Subpart  E  of 
this  part. 

§  423.341  Mandatory  exemptions,  (a) 
Contracts  entered  into  between  Govern¬ 
mental  agencies  and  subcontracts  there¬ 
under  are  exempt  by  reference  to  sub¬ 
section  (i)  (1)  (A)  of  the  Renegotiation 
Act  of  February  25,  1944,  as  amended. 
(See  §§  423.342  to  423.342-2.) 

(b)  Contracts  and  subcontracts  for 
certain  raw  materials  are  exempt  by 
reference  to  subsection  (I)  (1)  (B)  of 
the  Renegotiation  Act  of  February  25, 
19^,  as  amended.  (See  §§  423.343  to 

423.343- 4.) 

(c)  Contracts  and  subcontracts  for 
certain  agricultural  commodities  are 
exempt  by  reference  to  subsection  (i)  (1) 

(C)  of  the  Renegotiation  Act  of  February 
25,  1944,  as  amended.  (See  §  423.343-2.) 

(d)  Contracts  and  subcontracts  with 
certain  tax-exempt  institutions  are 
exempt  by  reference  to  subsection  (i)  (1) 

(D)  of  the  Renegotiation  Act  of  February 
25,  1944,  as  amended.  (See  §§  423.344  to 

423.344- 2.) 

(e)  Construction  contracts  awarded  as 
a  result  of  competitive  bidding  are  exempt 
by  reference  to  subsection  (i)  (1)  (E)  of 
the  Renegotiation  Act  of  FebAiary  25, 
1944,  as  amended.  (See  §§  423.345  to 

423.345- 2.) 

(f)  Subcontracts  under  exempt  con¬ 
tracts  and  subcontracts  are  exempt  by 
reference  to  subsection  (i)  (1)  (F)  of 
the  Renegotiation  Act  of  February  25, 
1944,  as  amended.  (See  §§  423.346  to 

423.346- 2.) 

§  423.342  Contracts  with  other  gov¬ 
ernmental  agencies  and  subcontracts 
thereunder, 

§  423.342-1  Statutory  provision.  Sub¬ 
section  (i)  (1)  (A)  of. the  Renegotiation 
Act  of  February  25,  1944,  as  amended, 
adopted  by  reference  by  subsection  (d) 
of  the  1948  Act,  exempts  the  following: 

(A)  Any  contract  by  a  Department  with 
any  other  department,  bureau,  agency  or 
governmental  corporation  of  the  United 
States  or  with  any  Territory,  possession,  or 
State  or  any  agency  thereof  w  with  any  for¬ 
eign  government  c»'  any  agency  thereof. 

S  423.342-2  Interpretation  and  appli¬ 
cation  of  exemption.  This  provision  is 
construed  as  excluding  from  renegotia¬ 


tion  any  contract  between  any  of  the  de¬ 
partments  or  agencies  of  the  United 
States  or  between  any  such  department 
or  agency  and  any  Territory,  possession. 
State  or  any  agency  thereof  or  any  for¬ 
eign  government  or  agency  thereof. 

§  423.343  Contracts  and  subcontracts 
for  certain  raw  materials  and  agricul¬ 
tural  commodities. 

§  423.343-1  Raw  materials — (a)  Stat¬ 
utory  exemption.  Subsection  (I)  (1)  (B) 
of  the  Renegotiation  Act  of  February  25, 
1944,  as  amended,  adopted  by  reference 
by  subsection  (d)  of  the  1948  Act,  exempts 
the  following: 

(B)  Any  contract  or  subcontract  for  the 
*  product  of  a  mine,  oil  or  gas  well,  or  other 
mineral  or  natural  deposit,  or  timber,  which 
has  not  been  processed,  refined,  or  treated  be¬ 
yond  the  first  form  or  state  suitable  for  In¬ 
dustrial  use: 

(b)  Interpretation  and  application  of 
exemption.  In  determining  whether  or 
not  a  particular  product  is  an  “exempted 
product"  under  the  foregoing  exemption, 
the  following  principles  shall  govern — 

(1)  Exempted  products.'  The  phrase 
“other  mineral  or  natural  deposit”  shall 
be  interpreted  to  include  only  mineral  or 
natural  deposits  of  a  wasting  or  deplet- 
able  character  similar  to  products  “of 
a  mine,  oil  or  gas  well.”  Accordingly, 
water,  sea  water  and  air,  and  products 
derived  therefrom,  are  not  considered  to 
be  other  mineral  or  natural  deposits 
within  the  meaning  of  the  act,  and  con¬ 
tracts  or  subcontracts  therefor,  or  for 
products  derived  therefrom,  shall  be  sub¬ 
ject  to  renegotiation. 

(2)  State  at  which  exemption  termi¬ 
nates.  In  general  a  product  will  be  con¬ 
sidered  to  be  an  exempted  product  until 
it  has  arrived  at  its  dispersal  point,  i.  c., 
the  point  at  which  a  substantial  propor¬ 
tion  of  the  product  is  used  by  the  ulti¬ 
mate  consumer,  or  by  industries  other 
than  the  industry  of  origin.  The  industry 
of  origin  includes  not  only  the  primary 
industry  of  extraction  or  severance,  but 
also  any  processing,  refining  or  treat¬ 
ment  directly  supplementing  its  extrac¬ 
tion  or  severance  or  to  produce  one  or 
more  of  the  chemical  elements  or  com¬ 
pounds  present  in  it  in  the  state  in  which 
it  may  be  found  In  abundance  in  nature; 
but  excludes  other  processing,  refining, 
or  treatment  to  produce  various  end 
products  for  the  ultimate  consumer,  or 
a  substantial  variety  of  products  which 
vary  materially  In  size,  shape  or  con¬ 
tent  from  the  original  product. 

(3)  Combination  of  several  materials. 
Where  substantial  quantities  of  two  or 
more  materials  or  ingredients  are  com¬ 
bined  to  produce  a  product  for  Industrial 
use,  the  product  resulting  from  such 
combination  is  considered  to  be  non¬ 
exempt,  unless  the  other  material  or 
materials  are  used  as  a  catalyst,  carry¬ 
ing  agent  or  in  some  other  subordinate 
capacity  in  connection  with  processing, 
refining  or  treatment  of  the  principal 
product  which  Is  in  the  course  of  prepara¬ 
tion  for  its  first  industrial  use. 

(4)  Different  processes.  Where  a 
product  is  made  in  substantial  quanti¬ 
ties  by  two  or  more  different  processes, 
one  of  which  would  result  in  the  exemp¬ 
tion  of  the  product  under  the  above 
tests  and  the  other  would  result  in  its 
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Inclusion,  such  a  product  will  be  con¬ 
sidered  to  be  renegotiable  only  where 
made  by  a  process  which  would  result 
in  its  inclusion. 

(5)  By-products.  Where  a  process 
for  making  a  product  or  material  sub¬ 
ject^  to  renegotiation  under  the  above 
tests  also  produces  by-products,  such  by¬ 
products  shall  be  treated  as  subject  to 
renegotiation  since  any  benefits  result¬ 
ing  from  use  or  sale  of  such  by-products 
operate  in  substance  to  reduce  the  cost 
of  the  principal  product.  The  principle 
of  the  preceding  sentence  is  inapplicable 
to  by-products  which  would  otherwl.se  be 
exempt  under  this  paragraph.  In  the 
case  of  by-products  resulting  from 
processes  principally  designed  to  produce 
an  "exempted  product”  under  the  above 
tests,  such  by-products  shall  be  treated 
as  "exempted  products”  if  they  are  not 
further  processed,  refined  or  treated.  If 
further  processing,  refining  or  treatment 
of  such  by-products  takes  place,  the 
status  of  the  ultimate  product  resulting 
will  be  determined  in  accordance  with 
the  general  principles  set  forth  above. 

(c)  A  list  of  products  which,  subject 
to  the  foregoing  Interpretation  are  con¬ 
sidered  exempt,  is  set  forth  in  §  428.818 
of  this  subchapter. 

§  423.343-2  Agricultural  commodi¬ 
ties — (a)  Statutory  exemption.  Sub- 
•sectlon  (1)  (1)  (C)  of  the  Renegotiation 
Act  of  February  25,  1944,  as  amended, 
adopted  by  reference  by  subsection  (d) 
of  the  1948  Act,  exempts  the  following: 

(C)  Any  contract  or  subcontract  for  an 
agricultural  commodity  In  Its  raw  or  natural 
state,  or  If  the  commodity  is  not  customar¬ 
ily  sold  or  has  not  an  established  market  in 
Its  raw  or  natural  state.  In  the  first  form  or 
state,  beyond  the  raw  or  natural  state.  In 
which  It  is  customarily  sold  or  in  which  It 
has  an  established  market.  The  term  "agri¬ 
cultural  commodity"  as  used  herein  shall 
include  but  shall  not  be  limited  to: 

(1)  Commodities  resulting  from  the  cul¬ 
tivation  of  the  soil  such  as  grains  of  all  kinds, 
fruits,  nuts,  vegetables,  hay,  straw,  cotton, 
tobacco,  sugar  cane,  and  sugar  beets; 

(il)  Natural  resins,  saps  and  gums  of  trees; 

(Hi)  Animals  such  as  cattle,  hogs,  poultry, 
and  sheep,  fish  and  other  marine  life,  and 
the  produce  of  live  animals,  such  as  wool, 
eggs,  milk  and  cream; 

(bT  Interpretation  and  application  of 
exemption — (1)  Interpretation.  The 
purpose  of  this  provision  is  to  exempt 
from  renegotiation  farmers,  fruit  grow¬ 
ers,  livestock  raisers,  fishermen  and  other 
basic  producers  of  agriculture  commodi¬ 
ties  and  those  who  trade  in  such  products 
or  handle  or  transport  them  without 
processing  them;  it  is  not  intended  to 
exempt  canners,  processors,  manufac¬ 
turers  and  others  who  acquire  products 
of  this  type  from  the  basic  producer  and 
process  them  to  a  higher  form  or  state. 
In  order. to  qualify  for  exemption  the 
product  contracted  for  must  be  an  agri¬ 
cultural  commodity  in  its  raw  or  natural 
state,  or  if  such  a  commodity  is  not  cus¬ 
tomarily  sold  or  does  not  have  an  estab¬ 
lished  market  in  its  raw  or  natural  state, 
in  the  first  form  or  state  beyond  the  raw 
or  natural  state  in  which  it  is  customarily 
sold  or  in  which  it  has  an  established 
market. 

(2)  Application.  A  commodity  will  be 
deemed  to  be  an  agricultural  commodity 


in  its  raw  or  naturaj.state  only  so  long 
as  it  has  not  undergone  some  process  of 
treatment  or  fabrication.  In  the  case  of 
fruits,  vegetables  and  other  like  products 
this  state  does  not  ordinarily  extend  be¬ 
yond  the  state  in  which  such  products  are 
harvested.  In  the  case  of  livestock,  it 
terminates  at  the  time  the  animal  is 
slaughtered.  Where  an  agricultural  com¬ 
modity  is  not  customarily  sold  or  does 
not  have  an  established  market  in  its 
raw  or  natural  state  as  above  defined  and 
is  no  longer  in  such  state  the  exempt 
status  of  such  commodity  will  terminate, 
with  the  state  in  which  the  commodity  is 
first  customarily  sold  or  has  an  estab¬ 
lished  market,  and.  with  the  exception 
of  the  produce  of  live  animals  which  are 
specifically  exempted,  the  exemption  will 
not  apply  to  any  derivative  products 
which  are  derived  from  such  commodity 
in  the  state  in  which  it  is  first  sold, 
whether  as  a  result  of  division,  separa¬ 
tion  or  further  treatment  or  processing. 
For  the  purposes  of  determining  whether 
an  agricultural  commodity  is  customarily 
sold  or  has  an  established  market,  regard 
will  be  given  to  the  entire  field  in  which 
such  commodity  is  produced  or  marketed 
rather  than  to  sectional  or  local  prac¬ 
tices;  and  varieties,  types  or  classes  of 
the  commodity  will  be  disregarded. 
Profits  or  losses  from  sales  of  agricultural 
commodities  in  their  exempt  form  or 
state,  including  sales  of  "futures”  in  such 
commodities,  are  excluded  from  consid¬ 
eration  in  renegotiation. 

(c)  A  list  of  products  which,  subject  to 
the  foregoing  interpretation,  are  consid¬ 
ered  exempt  is  set  forth  in  §  428.817  of 
this  subchapter. 

§  423.343-3  Cost  Allowance  for  raw 
materials  and  agricultural  commodities 
in  the  case  of  integrated  producers.  If 
a  contractor  (a)  processes,  refines,  or 
treats  a  product  of  a  mine,  oil  or  gas 
well,  or  other  mineral  or  natural  deposit, 
or  timber,  to  the  first  form  or  state  suit¬ 
able  for  Industrial  use,  and  further  re¬ 
fines,  processes  or  treats  such  product 
beyond  the  first  form  or  state  suitable 
for  Industrial  use  in  order  to  perform  his 
contract,  or  (b)  produces  or  acquires  an 
agricultural  product  and  processes,  re¬ 
fines  or  treats  such  agricultural  product 
to  and  beyond  the  first  form  or  state  In 
which  it  is  customarily  sold  or  in  which 
it  has  an  established  market,  then  In 
such  cases  for  the  purposes  of  renegotia¬ 
tion  the  value  of  the  product  at  its  last 
exempt  state  will  be  treated  as  an  item 
of  cost  of  the  performance  of  such  con¬ 
tract  in  such  amount  as,  in  the  opinion 
of  the  renegotiating  agency,  fairly  rep¬ 
resents  a  properly  applicable  allowance. 
In  determining  the  proper  allowance,  due 
consideration  shall  be  given  to  the  estab¬ 
lished  sale  or  market  price  where  there 
is  a  representative  market  for  the  prod¬ 
uct  in  the  exempt  state,  and  to  such 
other  factors  as  may  be  necessary  to 
reflect  the  purpose  and  Intent  of  the 
exemption.  In  general  it  Is  the  purpose 
and  Intent  of  this  provision  to  allow  to 
the  contractor  engaged  in  an  Integrated 
process  of  the  type  described,  an  item 
of  cost  substantially  equivalent  to  the 
amount  excluded  from  renegotiation  by 
the  statute  in  the  case  of  others  who  sell 
an  exempt  product,  namely  what  he 


could  have  realized  if  he  had  sold  the 
exempt  product  at  the  intermediate 
state. 

S  423.343-4  Packaging  materials  and 
containers.  If  raw  materials  or  agri¬ 
cultural  commodities  in  the  exempt  state, 
as  described  in  §§  423.343-1  and 
423.343-2.  are  delivered  to  the  Govern¬ 
ment,  the  exemption  of  such  raw  mate¬ 
rials  or  agricultural  commodities  ex¬ 
tends  to  and  include  the  packages  or  con¬ 
tainers  in  which  such  products  are  so 
delivered  to  the  Government.  (See  also 
S  423.333-3,  §  423.333-4  and  §  423.346.) 

§  423.344  Contracts  or  subcontracts 
with  tax-exempt  clfhritable,  religious  and 
educational  institutions. 

§  423.344-1  Statutory  provision.  Sub¬ 
section  (i)  (1)  '(D)  of  the  Renegotiation 
Act  of  February  25,  1944,  as  amended, 
adopted  by  reference  by  subsection  (d) 
of  the  1948  Act,  exempts  the  following: 

(D)  Any  contract  or  aubcontract  with  an 
organization  exempt  from  taxation  under 
Section  101  (6)  of  the  Internal  Revenue 
Cede; 

§  423.344-2  Internal  Revenue  Code. 
Section  101  (6)  of  the  Internal  Revenue 
Code  exempts  from  taxation: 

(6)  Corporations,  and  any  community 
chest,  fund,  or  foundation,  organized  and 
operated  exclusively  for  religious,  charitable, 
scientific,  literary,  or  educational  purposes, 
or  for  the  prevention  of  cruelty  to  children 
or  animals,  no  part  of  the  net  earnings  of 
which  Inures  to  the  benefit  of  any  private 
shareholder  or  Individual,  and  no  substan¬ 
tial  part  of  the  activities  of  which  Is  carry¬ 
ing  on  propaganda,  or  otherwise  attempting, 
to  Influence  legislation. 

§  423.345  Construction  contracts 
awarded  as  a  result  of  competitive  bid¬ 
ding. 

§  423.345-1  Statutory  provision. 
Subsection  (i)  (1)  (E)  of  the  Renegotia¬ 
tion  Act  of  Febniary  25.  1S44,  as 
amended,  adopted  by  reference  by  sub¬ 
section  (d)  of  the  1948  Act,  exempts  the 
following: 

(E)  Any  contract  with  a  Department, 
awarded  as  a  result  of  competitive  bidding, 
for  the  construction  of  any  building,  struc¬ 
ture,  Improvement  or  facility; 

§  423.345-2  Interpretation,  (a)  It  is 
considered  that  any  contract,  otherwi.se 
subject  to  renegotiation,  is  exempt  if  it 
meets  the  following  conditions: 

(1)  The  contract  is  for  the  construc¬ 
tion  of  a  building,  structure,  improve¬ 
ment  or  similar  facility.  A  contrac*^will 
be  deemed  to  be  for  the  constructifii  of 
a  building,  structure,  improvement  or 
similar  facility  if  the  subject  matter  of 
the  contract  is  the  construction  or  in¬ 
stallation  of  the  whole  or  any  integral 
part  of  a  building,  structure,  improve¬ 
ment  or  similar  facility.  The  exemption 
has,  however,  no  applicability  to  con¬ 
tracts  for  the  furnishing  of  materials  or 
supplies,  as  such,  even  if  such  materials 
or  supplies  are  to  be  used  in  the  construc¬ 
tion  of  a  building,  structure,  improve¬ 
ment  or  similar  facility;  nor  has  the 
exemption  any  applicability  to  contracts 
for  the  furnishing  of  machinery  or  equip¬ 
ment  which  has  or  may  have  had  a 
productive  function  in  connection  with 
processing. 
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(2)  The  contract  was  awarded  £is  a 
result  of  competitive  bidding.  A  con¬ 
tract  will  be  deemed  to  have  been 
awarded  as  a  result  of  competitive  bidding 
only  if  (i)  there  has  been  published  ad¬ 
vertising  or  such  other  solicitation  for 
bids  as  would  open  the  bidding  to  all 
qualified  bidders  who  could  have  been 
reasonably  expected  to  bid  on  a  job  of 
the  size,  character  and  location  con¬ 
cerned.  (ii)  bids  are  received  from  two 
or  more  independent,  responsible  and 
qualified  bidders  in  actual  competition 
with  each  other,  (iii)  the  contract  is  let 
to  the  lowest  qualified  bidder,  and  (iv) 
the  contract  price  was  not  in  excess  of 
the  low  bid  received. 

(b)  In  distinguishing  a  contract  for 
the  construction  of  a  building,  structure, 
improvement  or  similar  facility  from  a 
contract  for  the  furnishing  of  machinery 
or  equipment  as  described  in  para¬ 
graph  (a)  (1)  of  this  section,  regard  is 
to  be  had  to  the  subject  matter  of  the 
contract.  To  the.  extent  that  the  sub¬ 
ject  matter  of  the  contract  involves  the 
furnishing  or  the  furnishing  and  install¬ 
ing  of  machinery  or  equipment  which  has 
or  may  have  use  in  processing,  within  the 
principles  stated  in  §  423.333-3,  the  con¬ 
tract  will  not  be  deemed  to  be  a  contract 
for  the  construction  of  a  building,  struc¬ 
ture,  improvement  or  similar  facility,  but 
will  be  regarded  as  a  contract  for  the  fur¬ 
nishing  of  machinery  or  equipment,  in 
accordance  with  the  principles  set  forth 
in  §  423.335-2  (b)  and  (e).  In  a  case 
where  the  construction  or  installation  of 
the  whole  or  any  integral  part  of  a  build¬ 
ing,  structure.  Improvement  or  similar 
facility  and  the  furnishing  of  machinery 
or  equipment  are  embraced  within  a 
single  contract,  the  undertaking  for  the 
construction  or  installation  of  the  whole 
or  any  Integral  part  of  the  building, 
structure,  improvement  or  similar  facil¬ 
ity  may  be  severed  from  the  undertaking 
to  furnish  the  machinery  or  equipment 
and  an  appropriate  finding  made  as  to 
that  portion  of  the  entire  contract  which 
may  properly  be  deemed  exempt. 

(c)  If  a  construction  contract  is  ex¬ 
empt  from  renegotiation  under  the  pro¬ 
visions  of  this  section,  all  modifying 
Instruments  thereto  providing  for  addi¬ 
tional  or  different  construction  of  build¬ 
ings,  structures,  improvements  or  facil¬ 
ities  to  be  performed  at  or  adjacent  to 
the  site  of  the  original  project  are  con¬ 
sidered  a  part  of  the  original  construc¬ 
tion  contract  and  therefore  are  exempt 
from  renegotiation:  Provided,  however, 
Th^^the  aggregate  contract  prices  of  all 
sucP modifying  instruments  do  not  ex¬ 
ceed  one-third  of  the  contract  price  of 
the  original  construction  contract. 

(d)  The  foregoing  exemption  does  not, 
in  itself,  apply  to  subcontracts.  How¬ 
ever,  see  §§  423.346  to  423.346-2  with  re¬ 
spect  to  the  over-all  provisions  of  sub¬ 
section  (1)  (1)  (P)  of  the  Renegotiation 
Act  of  February  25,  1944,  as  amended. 

§  423.346  Subcontracts  under  exempt 
contracts  and  subcontracts. 

§  423.346-1  Statutory  provision.  Sub¬ 
section  (i)  (1)  (F)  of  the  Renegotiation 
Act  of  February  25,  1944,  as  amended, 
adopted  by  reference  by  subsection  (d)  of 
the  1948  Act.  exempts  the  following: 


(P)  any  subcontract,  directly  or  Indirectly 
under  a  contract  or  subcontract  to  which  this 
section  does  not  apply  by  reason  of  this  para¬ 
graph. 

S  423.346-2  Interpretation,  (a)  It 
should  be  noted  that  the  foregoing  ex¬ 
emption  applies  only  where  the  subcon¬ 
tract  is  under  a  contract  or  subcontract 
exempted  by  reason  of  the  provisions  of 
subsection  (d)  of  the  1948  Act  and  of 
subsection  (i)  (1)  of  the  Renegotiation 
Act  of  February  25,  1944,  as  amended. 
In  other  words,  the  foregoing  exemption 
applies  only  to  subcontracts  under  man- 
datorily  exempt  contracts  or  subcon¬ 
tracts.  It  does  not  apply  to  contracts 
or  subcontracts  exempt  under  the  per¬ 
missive  exemptions  which  the  Secretary 
of  Defense  or  his  delegatee  may  make 
pursuant  to  the  discretionary  power 
vested  in  him  by  subsection  (d)  of  the 
1948  Act.  (See  Subpart  E  of  this  part.) 

(b)  Subcontracts  for  the  furnishing 
of  packaging  materials  and  containers 
in  which  there  are  delivered  materials 
or  products  which  are  exempt  under  the 
provisions  of  subsection  (d)  of  the  1948' 
Act  and  subsection  (i)  (1)  of  the  Rene¬ 
gotiation  Act  of  February  25,  1944,  as 
amended,  (see  §  423.341),  constitute 
subcontracts  under  exempt  contracts 
and  are  exempt  from  renegotiation. 

§  423.347  Receipts  or  accruals  less 
than  $100,000. 

§  423.347-1  Statutory  provision.  Sub¬ 
section  (b)  of  the  act  provides,  in  part  as 
follows: 

The  powers  hereby  conferred  upon  the 
Secretary  shall  be  exercised  with  respect  to 
the  aggregate  of  the  amounts  received  or 
accrued  under  all  such  contracts  and  sub¬ 
contracts  by  the  contractor  or  subcontractor 
during  his  fiscal  year  or  upon  such  other 
basis  as  may  be  mutually  agreed  upon;  ex¬ 
cept  that  this  section  shall  not  be  applicable 
in  the  event  that  the  aggregate  of  the 
amounts  so  received  or  accrued  Is  less  than 
$100,000  during  any  fiscal  year. 

§  423.347-2  Computation  of  aggre¬ 
gate  receipts  and  accruals,  (a)  The  ag¬ 
gregate  receipts  or  accruals  of  the  con¬ 
tractor  or  subcontractor,  under  subject 
contracts  or  subcontracts,  shall  be  de¬ 
termined  in  accordance  with  the  method 
of  accounting  used  for  purposes  of  re¬ 
negotiation.  Total  receipts  or  total  bill¬ 
ings  under  cost-plus-flxed-fee  contracts 
are  to  be  Included  in  competing  such 
aggregate  receipts  or  accruals. 

(b)  If  renegotiation  of  two  or  more 
contractors  or  subcontractors  is  con¬ 
ducted  on*  a  consolidated  basis  (see 
§§  423.309-1  to  423.309-3),  all  members 
of  the  group  will  be  required  to  agree 
that  the  foregoing  $100,000  limitation 
will  be  applied  to  the  aggregate  gross 
receipts  or  accruals  of  all  members  of 
the  group  in  the  same  manner  as  though 
a  single  contractor  were  involved,  except 
that  inter-company  sales  will  not  be 
eliminated. 

(c)  Receipts  or  accruals  from  con¬ 
tracts  or  subcontracts  exempt  from  re¬ 
negotiation  pursuant  to  the  provisions 
of  subsection  (i)  (1)  of  the  Renegotia¬ 
tion  Act  of  February  25,  1944,  as 
amended,  adopted  by  reference  by  sub¬ 
section  (d)  of  the  1948  Act,  shall  not  be 
included  in  computing  the  aggregate 
gross  receipts  or  accruals  for  the  pur¬ 


poses  of  the  $100,000  limitation  or  for 
the  purposes  of  the  $100,000  “floor”  de¬ 
scribed  in  §  423.347-3.  Receipts  or  ac¬ 
cruals  under  contracts  or  subcontracts 
exempted  by  the  Secretary  are  not  ex¬ 
cluded  for  either  of  these  purposes. 

§  423.347-3  IVo  reduction  by  refund 
below  $100,000  limitation  ("floor”),  (a) 
The  amount  of  excessive  profits  to  be 
eliminated  with  respect  to  a  fiscal  year 
from  the  aggregate  amount  of  gross  re¬ 
ceipts  or  accruals  under  subject  con¬ 
tracts  or  subcontracts  for  such  fiscal 
year  shall  not  exceed  the  amount  by 
which  such  aggregate  amount  of  gross 
receipts  or  accruals  exceed  $100,000. 

(b)  If  renegotiation  of  two  or  more 
contractors  or  subcontractors  is  con¬ 
ducted  on  a  consolidated  basis  (see 
§§  423.309-1  to  423.309-3),  all  members 
of  th^  group  will  be  required  to  agree 
that  the  foregoing  “floor”  limitation 
of  $100,000  will  be  applied  to  the  ag¬ 
gregate  gross  receipts  or  accruals  of  all 
members  of  the  group  in  the  same  man¬ 
ner  as  though  a  single  contractor  were 
Involved,  except  that  inter-company 
sales  will  not  be  eliminated. 

§  423.347-4  Subcontracts  under  con¬ 
tracts  or  subcontracts  exempt  by  reason 
of  $100,000  limitation.  The  exemption 
of  subcontracts  provided  in  subsection 
(i)  (1)  (F)  of  the  Renegotiation  Act  of 
February  25,  1944,  as  amended,  adopted 
by  subsection  (d)  of  the  1948  Act,  applies 
only  to  subcontracts  under  contracts  or 
subcontracts  exempt  under  subsection 
(1)  (1)  of  the  Renegotiation  Act  of 

February  25,  1944,  as  amended.  There¬ 
fore,  if  A  is  a  contractor  or  subcontrac¬ 
tor  who  has  subject  contracts  or  sub¬ 
contracts,  the  subcontracts  thereunder 
are  not  exempt  merely  because  A  is  not 
subject  to  renegotiation  oy  reason  of  the 
$100,000  limitation. 

StTBPART  E — PERMISSIVE  EXEMPTIONS  FROM 
RENEGOTIATION 

§  423.350  Scope  of  subpart.  Subpart 
D  of  this  part  deals  with  mandatory  ex¬ 
emptions  and  exclusions  from  the  opera¬ 
tion  of  the  Renegotiation  Act  of  1948. 
The  act  contains  certain  provisions  au¬ 
thorizing  the  Secretory  of  Defense  to 
exempt  other  contracts  and  subcontracts 
from  the  operation  of  the  act.  Thls'lbub- 
part  will  deal  with  those  permissive  ex¬ 
emptions.  Such  exempted  contracts  are 
excluded  from  consideration  in  deter¬ 
mining  whether  excessive  profits  have 
been  realized  and  the  amount  thereof, 
but  are  not  excluded  in  applying  the 
$100,000  limitation  or  “floor”  discussed  in 
§§  423.347  to  423.347-4.  . 

§  423.351  Statutory  authority.  Sub¬ 
section  (d)  of  the  act  provides  that  the 
Secretary  of  Defense  In  his  discretion 
may  exempt  from  renegotiation  any  con¬ 
tract  or  subcontract  both  individually 
and  by  general  classes  or  types. 

§  423.352  Delegation  of  authority  to 
make  permissive  exemptions. 

§  423.352-1  By  general  classes  or 
types  of  contracts  or  subcontracts.  The 
authority  of  the  Secretary  of  Defense 
under  subsection  (d)  of  the  act  to  exempt 
any  contracts  or  subcontracts  by  general 
classes  or  types  has  been  delegated  to 
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the  Military  Renegotiation  Policy  and 
Review  Board. 

Note:  Any  such  exemptions  made  by  the 
Board  will  be  published  In  the  Federal 
Register. 

§  423.352-2  By  individual  contract  or 
subcontract.  The  authority  granted  to 
the  Secretary  of  Defense  by  subsection 
(d)  of  the  act  to  exempt  any  individual 
contract  or  subcontract  has  been  dele¬ 
gated  by  him  to  the  respective  Secretaries 
of  the  Departments  of  the  Army,  Navy 
and  Air  Force. 

S  423.353  Request  for  exemption. 

S  423.353-1  By  general  classes  or 
types.  Requests  for  exemption  of  any 
contracts  or  subcontracts  by  general 
classes  or  types  should  be  addressed  to 
the  Military  Renegotiation  Policy  and 
Review  Board.  The  Pentagon,  Washing¬ 
ton,  D.  C.  Such  reque.sts  should  contain 
a  full  statement  of  the  facts  constituting 
the  basis  for  the  requested  exemption. 

§  423.353-2  Individual  contracts  and 
subcontracts.  Requests  for  the  exemp¬ 
tion  of  an  individual  contract  or  subcon¬ 
tract  should  be  addressed  to  the  con¬ 
tracting  ofllcer. 

§  423.354  General  classes  or  types  of 
contracts  and  subcontracts  which  have 
been  exempted  by  the  Military  Renego~ 
tiation  Policy  and  Review  Board. 

5  423.354-1  Exempted  eontracts  and 
subcontraets.  The  Military  Renegotia¬ 
tion  Policy  and  Review  Board  has  ex¬ 
empted  the  following  classes  of  contracts 
and  subcontracts. 

(a)  Sale,  rental  or  exchange  of  certain 
property — (1)  Exemption.  (i)  Con¬ 
tracts  for  the  sale  or  rental  of  any  inter¬ 
est  in  existing  real  estate  (see,  however, 
S  423.335-1  pertaining  to  subcontracts). 

(ii)  Contracts  and  subcontracts  for 
the  sale  or  exchange  of  tangible  property 
used  in  the  trade  or  business  of  the  ven¬ 
dor,  with  respect  to  which  depreciation 
is  allowable  under  section  23  (1)  of  the 
Internal  Revenue  Code  (not  including 
stock  in  trade  of  the  vendor  or  other 
property  which’  would  properly  be  in¬ 
cluded  in  the  inventory  of  the  vendor  if 
on  hand  at  the  close  of  his  fiscal  year,  or 
property  held  by  the  vendor  primarily  for 
sale  in  his  trade  or  business). 

(2)  Limitation  on  exemption.  The 
exemption  granted  under  subparagraph 
(1)  of  this  paragraph  extends  only  to 
contracts  and  subcontracts  under  which 
profits  can  be  established  with  reason¬ 
able  certainty  when  the  contract  or  sub¬ 
contract  price  is  established.  The  words 
“when  the  contract  or  subcontract  price 
is  established”  in  the  preceding  sentence 
of  this  subparagraph  are  a  qualification 
upon  the  scope  of  the  exemption,  and 
contemplate  that  the  contract  or  sub¬ 
contract  price  shall  be  established  at  the 
time  the  contract  or  subcontract  is  en¬ 
tered  into.  Accordingly,  this  exemption 
extends  only  to  contracts  and  subcon¬ 
tracts  under  which  the  price  is  a  fixed  or 
determinable  amount  at  the  time  the 
contract  or  subcontract  is  entered  into, 
and  does  not  apply  to  any  contract  or  sub¬ 
contract  under  which  the  price,  at  the 
time  the  contract  or  subcontract  is  en¬ 
tered  into,  is  contingent  upon  a  subse¬ 
quent  event  or  is  thereafter  to  be  deter¬ 


mined  by  reference  to  a  variable  element 
(as,  for  example,  the  lessee’s  sales  or 
profits). 

(b)  Contracts  and  subcontracts  with 
public  utilities  for: 

(1)  The  delivery  of  electric  power; 

(2)  The  delivery  of  gas; 

(3)  The  furnishing  of  water  or  steam 
or  the  removal  of  sewage;  or 

(4)  The  furnishing  of  transportation 
by  common  carriers  by  railroad,  motor 
vehicle,  pipe  line,  air  or  water,  when 
made  at  published  rates  or  charges,  fixed, 
approved  or  subject  to  regulation  by  a 
public  regulatory  body  or  Governmental 
agency,  or  at  rates  that  are  no  higher 
than  such  published  rates. 

(5)  The  service  of  transmitting  mes¬ 
sages  by  telephone,  telegraph,  cable,  or 
radio  or  furnishing  other  communication 
services  or  communication  facilities, 
when  made  at  published  rates  or  charges, 
fixed,  approved  or  subject  to  regulation 
by  a  public  regulatory  body  or  Govern¬ 
mental  agency  or  at  rates  that  are  no 
higher  than  such  published  rates. 

SUBPART  F — COMMENCEMENT  AND  COMPLE¬ 
TION  OF  RE#EGOTIATION 

§  423.360  Scope  of  subpart.  The  Re¬ 
negotiation  Act  of  February  25,  1944,  as 
amended,  prescribes  statutes  of  limita¬ 
tion  applicable  both  to  the  commence¬ 
ment  and  to  the  completion  of  renegotia¬ 
tion.  The  1948  Act  does  not  prescribe 
limitations  with  respect  to  either  com¬ 
mencement  or  completion.  However,  the 
Policy  and  Review  Board,  in  recognition 
of  the  desirability  of  expeditious  and  uni¬ 
form  procedure,  has,  in  this  subpart, 
adopted  certain  rules  to  be  followed  by 
all  renegotiating  agencies.  It  should  be 
noted  that  if  the  renegotiation  is  not 
commenced  or  is  not  concluded  within 
the  periods  hereinafter  prescribed,  the 
contractor  shall  not  thereby  be  dis¬ 
charged  from  liability  under  the 'act. 

§  423.361  Commencement  and  com¬ 
pletion  of  renegotiation.  It  is  the  intent 
and  purpose  of  the  Policy  and  Review 
Board  that  renegotiation  proceedings 
shall  be  begun  and  completed  in  as  short 
a  time  as  is  possible  after  the  contractor 
has  filed  the  mandatory  statement,  in 
satisfactory  form,  required  by  §  422.222 
of  this  subchapter.  While  it  is  not  pos¬ 
sible  to  prescribe  an  exact  period  of  time 
within  which  every  ca.se  will  be  com¬ 
pleted  it  is  believed  that,  unless  there  is 
a  review  of  the  case  as  provided  in 
§§  422.246-1  to  422.246-3  of  this  subchap¬ 
ter,  most  cases  can  and  should  be  begun 
and  completed  within  fifteen  months 
after  the  filing  of  such  form.  All  rene¬ 
gotiating  agencies  will  make  every  effort 
to  reach  this  objective.  As  stated  in 
S  422.241  of  this  subchapter  renegotia¬ 
tion  proceedings  w.Ul  be  begun  by  the 
mailing  by  registered  mail  of  rea.sonable 
notice  of  the  time  and  place  of  a  con¬ 
ference  to  be  held  with  respect  to  the 
renegotiation. 

SUBPART  G — [RESERVED] 

SUBPART  H— COSTS  ALLOCABLE  AND  ALLOW¬ 
ABLE  AGAINST  RENEGOTIABLE  BUSINESS 

S  423.380  Scope  of  subpart.  When 
the  amount  of  the  contractor’s  business 
subject  to  renegotiation  has  been  deter¬ 
mined,  it  is  necessary  to  determine  the 


costs  properly  chargeable  against  .such 
business  in  order  to  find  the  amount  of 
profits  derived  therefrom.  This  subpart 
discu.s.ses  the  principles  for  determining 
the  allocation  and  allowance  of  such 
costs. 

§  423.381  Statutory  provisions  and 
general  regulations. 

§  423.381-1  Determination  of  costs. 
The  Renegotiation  Act  of  1948  provides 
for  the  use  so  far  as  is  deemed  practicable 
of  the  principles  and  procedures  of  the 
Renegotiation  Act  of  February  25,  1944, 
as  amended.  The  following  sections 
which  establish  the  rules  for  the  deter¬ 
mination  of  costs  chargeable  again.st  re- 
negotiable  business,  use  so  far  as  is 
deemed  practicable  the  cost  principles 
and  procedures  of  the  Renegotiation  Act 
of  February  25,  1944,  as  amended. 

§  423.381-2  [Reserved.] 

§  423.381-3  [Re.served.] 

§  423.381-4  Profit,  cost  allocation  and 
allowance;  general — (a)  Accounting 
methods.  In  connection  with  renegotia¬ 
tion  on  an  over-all  fiscal-year  basis. 
Income  received  or  accrued  (sales,  etc.) 
and  costs  paid  or  incurred  will  be  consid¬ 
ered  as  having  been  received  or  accrued 
or  paid  or  incurred  in  the  fiscal  year  to 
which  such  items  are  to  be  attributed  in 
accordance  with  the  method  of  account¬ 
ing  employed  by  the  contractor  or  sub¬ 
contractor  in  determining  net  income  for 
Federal  income  tax  purposes  or  in 
accordance  w'ith  such  other  method  of 
accounting  as  the  contractor  and  the 
renegotiating  agency  may  agree  upon 
pursuant  to  the  provisions  of  §§  423.301 
to  423.301-2  and  423.381-6. 

(b)  Allocation  of  costs.  In  general 
the  costs  paid  or  incurred  with  respect  to 
renegotiable  contracts  and  .subcontracts 
will  be  those  costs  allocated  thereto  by 
the  contractor’s  established  cost  ac¬ 
counting  method  if  that  method  reflects 
recognized  accounting  principles  and 
practices.  If.  in  the  opinion  of  the  re¬ 
negotiating  agency  there  is  no  adequate 
or  effective  cost  accounting  method  in 
use,  or  if  the  method  employed  does  not 
properly  reflect  such  costs  because  there 
are  unjustified  or  improper  allocations  of 
items  of  cost  in  the  accounting  records  or 
in  the  reports  or  statements  filed  for  the 
purpose  of  renegotiation,  costs  shall  be 
determined  in  accordance  with  such 
method  as  in  the  opinion  of  the  renego¬ 
tiating  agency  properly  reflects  such 
costs.  The  fact  that  all  receipts  and 
accruals  during  a  fiscal  year  are  classi¬ 
fiable  as  renegotiable  does  not  necessar¬ 
ily  mean  that  all  items  of  cost  estimated 
to  be  deductible  in  that  year  are  allo¬ 
cable  to  renegotiable  business. 

(c)  Tax  deductions.  Costs  allocable 
to  renegotiable  business  shall  be  deter¬ 
mined  in  accordance  with  the  principles 
set  forth  above.  Where  the  full  amount 
of  an  iteni  of  cost  is  allocable  to  renego¬ 
tiable  bu.siness,  it  shall  be  allowed  in  the 
amount  estimated  by  the  renegotiating 
agency  to  be  allowable  as  a  deduction  or 
exclusion  under  Chapter  1  of  the  Internal 
Revenue  Code.  No  such  item  of  Cost 
shall  be  allowed  in  an  amount  less  than 
or  in  excess  of  that  which  is  estimated  to 
be  deductible  or  excludible  from  income 
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under  the  Internal  Revenue  Code,  and 
all  items  of  cost  shall  be  attributed  to  the 
fiscal  year  in  which  they  are  allowable  in 
the  determination  of  taxable  income 
under  said  Code  except  as  provided  in 
§  423.381-6.  Where  only  a  portion  of  an 
item  of  cost  is  allocable  to  renegotiable 
bu.siness,  the  renegotiating  agency  shall 
estimate  the  total  amount  allowable  to 
the  contractor  as  a  deduction  or  exclu¬ 
sion  under  Chapter  1  of  the  Internal 
Revenue  Code,  and  the  portion  of  this 
e.stimated  amount  which  is  allocable  to 
renegotiable  business  in  accordance  with 
the  principles  set  forth  above  shall  be 
allowed  as  a  cost  of  renegotiable  business. 
Where  it  is  clear  that  a  contractor’s  de¬ 
ductions  and  exclusions  under  the  Inter¬ 
nal  Revenue  Code  result  in  allowable 
costs  of  renegotiable  business  which  are 
either  high  or  low  on  a  comparative  basis, 
this  circumstance  shall  be  considered  In 
connection  with  the  factor  of  the  “rea¬ 
sonableness  of  costs”  of  the  contractor 
and  the  determination  of  the  amount  of 
the  profit  adjustment  to  be  required  of 
the  contractor.  The  renegotiating 
agency  will  allow  as  items  of  cost,  to  the 
extent  allocable  to  renegotiable  con¬ 
tracts  and  subcontracts,  all  items  esti¬ 
mated  to  be  allowable  as  deductions  and 
exclusions  under  Chapter  1  of  the  Inter¬ 
nal  Revenue  Code.  In  making  any  such 
estimate  duesjonsideration  will  be  given 
to  any  pertinent  action  by  the  Bureau  of# 
Internal  Revenue.  Published  rulings  of 
the  Bureau  on  matters  of  general  appli¬ 
cation  should  be  adhered  to  in  estimating 
the  deductibility  or  excludibility  of  items 
under  the  Internal  Revenue  Code.  How¬ 
ever,  the  allowance  of  items  as  costs  Is 
not  required  merely  because  they  have 
been  or  are  expected  to  be  allowed  for 
tax  purposes  by  particular  revenue 
agents  or  other  representatives  of  the 
Bureau  of  Internal  Revenue.  Occasion¬ 
ally  cases  may  be  encountered  where 
revenue  agents  have  allowed  salaries  or 
other  items  as  deductions  for  tax  pur¬ 
poses  which  the  renegotiating  agency 
concludes  are  not  properly  allowable  un¬ 
der  the  Internal  Revenue  Code  or  are 
properly  allowable  in  a  different  amount. 
In  such  csises  the  action  of  the  revenue 
agents  need  not  be  regarded  as  conclu¬ 
sive.  The  renegotiating  agency  may  and 
should  exercise  lndeE>endent  judgment  as 
to  whether  and  to  what  extent  the  items 
are  allowable  as  deductions  or  exclusions 
under  tKb  Internal  Revenue  Code.  Such 
judgment  should  be  based  upon  an  esti¬ 
mate  of  what  the  courts  would  do  if  the 
deductibility  or  excludibility  of  the  item 
were  the  subject  of  litigation. 

(d)  Conditional  allowance  of  cost.  The 
estimate  of  the  renegotiating  agency  as 
to  whether  an  item  is  allowable  as  a 
deduction  or  exclusion  under  Chapter  1 
of  the  Internal  Revenue  Code  will,  with 
the  exception  discussed  hereafter  in  this 
paragraph,  be  final  for  the  purposes  of 
renegotiation. 

However,  in  a  few  special  cases  it 
may  be  impossible  for  the  renegotiating 
agency  to  make  any  reasonable  estimate 
as  to  whether  or  to  what  extent  a  par¬ 
ticular  item  is  allowable  as  a  deduction 
or  exclusion  under  the  Internal  Revenue 
Code  for  the  fiscal  year  under  renego¬ 
tiation.  In  such  special  cases  where  the 
item  is  substantial  in  relation  to  the 


profits  to  be  eliminated,  the  agency  may, 
subject  to  the  restrictions  set  forth  be¬ 
low,  allow  the  item  as  a  cost  in  rene¬ 
gotiation  on  the  condition  that  a  pro¬ 
vision  is  made  whereby  .the  contractor 
will  refund  as  additional  excessive 
profits,  the  amount  so  allowed  as  a  cost 
of  renegotiable  business  which  is  finally 
determined  to  be  not  allowable  as  a  de¬ 
duction  or  exclusion  under  the  Internal 
Revenue  Code  for  the  fiscal  year  in 
which  it  was  so  allowed  in  renegotiation. 

(1)  The  Division,  prior  to  making  the 
conditional  allowance,  shall  transmit  to 
the  Policy  and  Review  Board  a  state¬ 
ment  setting  forth  the  approximate 
amount  of  excessive  profits  to  be  finally 
eliminated  and  the  amount  of  the  item 
to  be  conditionally  allowed  in  determin¬ 
ing  such  excessive  profits,  a  full  descrip¬ 
tion  of  the  facts  and  the  reasons  why 
the  Division  is  unable  to  determine 
whether  the  item  should  be  allowed  or 
disallowed  as  a  cost,  together  with  its 
recommendations  concerning  any  meas¬ 
ures  which  should  be  taken  to  insure 
payment  by  the  contractor  of  any 
amounts  which  ma^  become  due  in  the 
future  because  of  such  conditional  al¬ 
lowance  of  cost. 

(2)  The  Policy  and  Review  Board,  in 
its  discretion,  may  authorize  the  condi¬ 
tional  allowance  and  the  use  of  a  special 
clause,  or  may  advise  the  Division  that 
the  Item  should  be  unconditionally  al¬ 
lowed  or  disallowed  as  a  cost  in  renego¬ 
tiation,  or  may  instruct  the  Division  to 
treat  the  item  in  such  other  manner  as 
the  Policy  and  Review  Board  may  con¬ 
sider  appropriate. 

(e)  Costs  previously  allowed  in  rene~ 
gotiation.  No  item  of  cost  shall  be 
deemed  allocable  to  renegotiable  busi¬ 
ness  to  the  extent  that  such  item  has, 
in  a  previous  renegotiation  under  this 
act,  been  allocated  to  renegotiable  busi¬ 
ness  in  determining  excessive  profits, 
notwithstanding  that  such  item  may  be 
a  deduction  or  exclusion  under  Chapter 
1  of  the  Internal  Revenue  Code  in  com¬ 
puting  taxable  net  income  for  the  tax¬ 
able  period  corresponding  to  the  fiscal 
period  covered  by  the  current  renegotia¬ 
tion. 

(f)  Replacement  of  inventory  involun¬ 
tarily  liquidated.  Under  section  22  (d) 
(6)  of  the  Internal  Revenue  Code,  a  tax¬ 
payer  using  the  last  in,  first  out  inven¬ 
tory  method  may,  for  any  year  in  which 
it  involuntarily  liquidated  any  part  of 
its  base  stock  inventory,  elect  to  adjust 
retroactively  its  net  income  for  tax  pur¬ 
poses  for  such  year  by  reference  to  costs 
of  replacing  in  a  subsequent  year  the  in¬ 
ventory  so  involuntarily  liquidated.  The 
excess  of  such  replacement  costs  over  base 
stock  costs  is  neither  an  exclusion  nor  a 
deduction  under  the  Internal  Revenue 
Code  but  Is  merely  a  retroactive  adjust¬ 
ment  of  net  Income,  and  no  part  thereof 
will  be  allowed  as  a  cost  in  determining 
profits  under  renegotiable  contracts  and 
subcontracts.  Similarly,  no  adjustment 
is  required  in  renegotiation  on  account 
of  any  excess  of  base  stock  costs  over 
replacement  costs.  It  should  be  noted, 
however,  that  for  the  purposes  of  deter¬ 
mining  to  what  extent  a  contractor's 
profits  are  excessive,  the  low  production 
costs,  resulting  from  use  of  low-priced 
base  stock  inventory,  are  to  be  taken  into 


account  under  the  provisions  or§  424.411 
of  this  subchapter.  Such  consideration 
shall  be  given  in  the  appraisal  of  reason¬ 
ableness  of  costs  whether  or  not  use  of 
the  low-priced  base  stock  inventory  con¬ 
stitutes  involuntary  liquidation  under  the 
provisions  of  the  Internal  Revenue  Code. 

§  423.381-5  Costs  allocable  to  un¬ 
completed  portions  of  terminated  con¬ 
tracts  and  subcontracts — (a)  Allowed 
in  renegotiation.  Costs  allocable  to  the 
uncompleted  portion  of  any  terminated 
contract  or  subcontract  which  is  subject 
to  renegotiation  will  be  allowed  as  costs 
in  renegotiation.  (See  §  423.308-1.) 
Such  costs  will  be  allowed,  however,  only 
to  the  extent,  and  for  the  fiscal  year  for 
which,  they  are  estimated  to  be  deduct¬ 
ible  in  the  computation  of  taxable  in¬ 
come  under  the  Internal  Revenue  Code 
(See  §  29.42-1  of  Bureau  of  Internal 
Revenue  Regulations  (29  CFR  29.42-1) 
and  see  also  Bureau  of  Internal  Revenue 
Mimeograph  No.  5897)  and  will  not  be 
allowed  to  the  extent  theretofore  allowed 
as  Items  of  cost  in  a  previous  renegotia¬ 
tion  under  the  Renegotiation  Act  of 
1948. 

(b)  Segregation  of  costs  allocable  to 
uncompleted  portions  of  terminated  con¬ 
tracts  and  subcontracts.  Costs  allocable 
to  the  uncompleted  portions  of  termi¬ 
nated  contracts  and  subcontracts  must 
be  segregated  from  other  costs  pertain¬ 
ing  to  renegotiable  business,  unless  the 
costs  allocable  to  such  uncompleted  por¬ 
tions  of  contracts  and  subcontracts  con¬ 
stitute  only  a  negligible  proportion  of  all 
the  contractor’s  renegotiable  costs.  Such 
segregation  may  be  required  to  be  made 
in  such  general  or  such  detailed  manner 
as  the  renegotiating  agency  may  deem 
necessary. 

(c)  Effect  of  waiver  of  termination 
claim.  The  principles  stated  in  para¬ 
graphs  (a)  and  (b)  of  this  section  with 
respect  to  the  allowance  of  costs  al¬ 
locable  to  the  uncompleted  portions  of 
terminated  contracts  and  subcontracts 
and  the  segregation  of  such  costs  are 
equally  applicable  whether  or  not  the 
contractor  has  waived  all  or  any  part  of 
the  compensation  to  which  he  might  be 
entitled  under  termination  claims. 

9  423.381-6  Special  accounting  proce¬ 
dures.  A  contractor  or  subcontractor 
with  whom  renegotiation  is  to  be  con¬ 
ducted  with  respect  to  the  aggregate  of 
the  amounts  received  or  accrued  in  the 
fiscal  year  may,  notwithstanding  any 
other  provision  of  the  regulations  in  this 
subchapter,  by  agreement  with  the  Divi¬ 
sion,  adopt  a  method  of  accounting  other 
than  the  method  of  accounting  employed 
in  determining  his  net  income  for  Fed¬ 
eral  income  tax  purposes:  Provided. 
That: 

(a)  The  adoption  of  such  method  of 
accounting  for  purposes  of  renegotiation 
shall  be  approved  In  WTiting  by  the 
Policy  and  Review  Board  as  being  neces¬ 
sary  in  order  clearly  to  reflect  the  profits 
attributable  to  the  contractor’s  or  sub¬ 
contractor’s  performance  for  the  fiscal 
year  under  renegotiation; 

•  (b)  The  method  of  accounting  so 
adopted  for  purposes  of  renegotiation 
will  differ  from  that  employed  In  de¬ 
termining  the  net  Income  of  the  con¬ 
tractor  or  subcontractor  for  Federal  in- 
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come  tax  purposes  only  to  the  extent  of 
reporting  particular  Identified  items  as 
having  been  received  or  accrued,  or  paid 
or  incurred  in  a  fiscal  year  or  years  other 
than  the  fiscal  year  or  years  in  which 
such  items  are  deemed  to  have  been  re¬ 
ceived  or  accrued,  or  paid  or  incurred 
under  the  accounting  method  employed 
in  determining  the  net  income  of  the 
contractor  or  subcontractor  for  Federal 
Income  tax  purposes;  and 

(c)  The  contractor  or  subcontractor 
shall  be  bound  to  employ  in  all  subse¬ 
quent  renegotiation  proceedings  under 
the  Renegotiation  Act  of  1948  the  method 
of  accounting  so  adopted  for  purposes  of 
renegotiation,  except  with  the  written 
consent  of  the  Policy  and  Review  Board. 

§  423.382  Salaries,  wages  and  other 
compensation. 

§  423.382-1  Allocation.  Salaries, 
wages  and  other  compensation  should 
be  allocated  between  renegotiable  and 
non-renegotiable  bu.'Jiness  according  to 
principles  established  in  §  423.381-4. 

§  423.382-2  Allowances,  (a)  Under 
section  23  (a)  of  the  Internal  Revenue 
Code,  salaries  or  other  compensation  for 
personal  services  are  allowed  to  the  ex¬ 
tent  found  “reasonable.”  In  determin¬ 
ing  whether  any  salaries  or  other  com¬ 
pensation  paid  by  a  contractor  to  its 
officers  or  employees  are  reasonable,  con¬ 
sideration  shall  be  given  to  the  nature 
of  the  work,  extent  of  responsibility,  ex¬ 
perience  and  effectiveness  of  the  officer 
or  employee,  and  recent  compensation 
record.  Comparison  shall  be  made  where 
possible  with  the  compensation  of  officers 
or  employees  in  similar  positions  in  other 
companies  within  the  particular  industry. 
Rea.sonableness  of  compensation  may  be 
determined  only  within  broad  limits,  and 
weight  shall  be  given  to  the  determina¬ 
tion  by  the  contractor  of  the  worth  of 
the  services  of  an  officer  or  employee. 

(b)  Whether  or  not  the  profit  and  loss 
statement  of  a  partnership  or  individual 
proprietorship  includes  salaries  or  draw¬ 
ing  accounts  for  the  partners  or  the  in¬ 
dividual  proprietor  as  an  expense,  in 
determining  the  amount  of  excessive 
profits  to  be  eliminated,  a  so-called 
“salary  allowance”  shall  be  made  for 
reasonable  salaries  for  such  partners  as 
are  active  in  the  business  or  for  the  in¬ 
dividual  proprietor  if  he  is  active  in  the 
business. 

5  423.382-3  [Reserved.] 

§  423.382-4  [Reserved.] 

§  423.382-5  Broker  s'  commissions. 
Brokers’  commissions  will  not  be  allowed 
except  when  paid  or  payable  to  bona  fide 
commercial  or  selling  agencies  main¬ 
tained  by  the  contractor  for  the  purpose 
of  securing  business,  and  then  only  to 
the  extent  permitted  by  the  provisions 
of  §§  423.382-1  and  423.382-2.  ‘ 

§  423.382-6  Pension,  annuity,  stock 
bonus  and  profit  sharing  plans.  Pay¬ 
ments  on  account  of  plans  for  pensions, 
annuities,  stock  bonuses,  or  profit 
sharing,  estimated  to  be  allowable  as 
deductions  under  the  Internal  Revenue 
Code,  will  be  allowed  as  items  of  cost  of 
renegotiable  business  to  the  extent  allo¬ 
cable  thereto  under  the  principles  set 


forth  in  9  423.381-4.  Inquiry  should  be 
made  as  to  whether  the  provisions  of  the 
compensation  plan  have  been  reviewed 
by  the  Bureau  of  Internal  Revenue.  If 
the  amount  of  deduction  is  material,  and 
if  the  compensation  plan  is  in  contro¬ 
versy  with  or  under  review  by  the  Bureau 
of  Internal  Revenue,  consideration 
should  be  given  to  conditional  allowance 
of  the  item  of  cost,  as  provided  for  by 
§  423.381-4  (d),  if  the  renegotiating 
agency  feels  unable  to  estimate  the 
amount  properly  allowable  under  the 
Internal  Revenue  Code. 

§  423.383  Amortization  and  deprecia- 

ti07l. 

§  423.383-1  Allocation,  (a)  General 
depreciation,  maintenance  and  other 
such  charges  should  be  allocated  between 
renegotiable  and  non-renegotiable  busi¬ 
ness  according  to  the  principles  estab¬ 
lished  in  §  423.381-4. 

(b)  Where  stand-by  facilities  are 
customary  or  necessary  to  a  particular 
product  or  service,  or  type  of  business, 
the  depreciation,  maintenance,  etc.  of 
such  facilities  as  are  being  maintained 
in  idle  status,  should  be  allocated  between 
renegotiable  and  non-renegotiable  busi- 
ne.ss  according  to  the  principles  estab¬ 
lished  in  §  423.381-4. 

(c)  Depreciation  and  maintenance 
charges  on  properties  which  are  not  in 
use  but  which  are  being  maintained  in 
an  idle  status  pursuant  to  written  re¬ 
quest  by  or  on  behalf  of  an  authorized 
official  of  a  military  department  may  be 
allocated  as  a  ch^ge  against  renegoti¬ 
able  business. 

§  423.383-2  [Reserved.] 

§  423.383-3  [Reserved.] 

§  423.383-4  Depreciation.  Facilities 
representing  permanent  capital  addi¬ 
tions  for  the  maunfacture  of  renegotiable 
products  or  materials  are  depreciable  for 
the  purposes  of  renegotiation  at  the  rates 
'estimated  to  be  allowable  under  the 
Internal  Revenue  Code. 

§  423.384  Conversion  to  renegotiable 
production. 

§  423.384-1  Cost  of  conversion  of 
facilities.  The  cost  of  converting  facili¬ 
ties  to  production  for  renegotiable  busi¬ 
ness  which  does  not  represent  perma¬ 
nent  additions  will  be  allowed  in  re¬ 
negotiation  for  the  year  in  which  it  is 
Incurred  to  the  extent  permitted  by  the 
Internal  Revenue  Code. 

9  423.384-2  Costs  in  connection  with 
the  discontinuance  of  renegotiable  busU 
ness — (a)  General.  Certain  costs  in 
connection  with  the  discontinuance  of 
renegotiable  business,  are  allocable  to 
renegotiable  business.  Such  costs  and 
the  extent  to  which  they  ^e  so  allocable 
are  set  forth  in  the  following  paragraphs 
of  this  section.  (See  also  §  423.381-5 
with  respect  to  cost  allocable  to  incom¬ 
plete  portions  of  terminated  contracts 
and  subcontracts.) 

The  costs  of  establishing  or  re-estab¬ 
lishing  operations  discontinued  at  the 
commencement  of  rehegotlable  busine.ss 
are  not  costs  of  performing  renegotiable 
contracts  or  sul^ontracts  and  are  not 
allocable  to  renegotiable  business  regard¬ 
less  of  whether  such  costs  constitute  de- 
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ductions  or  exclusions  under  Chapter  1 
of  the  Internal  Revenue  Code. 

(b)  Inventory  losses.  Losses  estab¬ 
lished  through  the  write-down  or  sale 
of  Inventories  acquired  for  the  purpose 
of  performing  renegotiable  business  and 
reasonably  neccs.sary  to  the  performance 
of  such  business  are  allocable  thereto. 
Costs  of  protecting  and  handling  such 
inventories  to  the  extent  that  such  costs 
are  not  refiected  in  losses  so  established 
on  such  inventories  are  likewise  allocable 
to  renegotiable  busine.ss. 

(c)  Losses  from  and  costs  in  connec¬ 
tion  with  sale,  exchange  or  abandonment 
of  facilities  used  in  performing  renego¬ 
tiable  contracts  and  subcontracts.  (1) 
Lo.sses  from  .sale,  exchange  or  abandon¬ 
ment  of  facilities  used  in  performing  re- 
negotiable  contracts  and  subcontracts 
are  allocable  to  renegotiable  business  in 
accordance  with  the  provisions  of 
§9  423.385-4  and  423.385-5.  Notwith¬ 
standing  the  method  of  computing  such 
losses  for  Federal  tax  purposes,  (i)  the 
costs  of  moving,  dismantling,  demolish¬ 
ing,  protecting  and  storing  such  assets 
will  be  taken  into  account  in  determining 
whether  losses  have  been  sustained  and 
in  computing  the  amount  of  such  losses 
for  the  purposes  of  renegotiation;  and 
(ii)  depreciation  or  amortization  in¬ 
curred  with  respect  to  such  assets  during 
a  period  between  the  end  of  their  use  in 
the  performance  of  renegotiable  busi¬ 
ne.ss  and  their  sale  or  other  disposal  will 
be  disregardet'  in  computing  such  losses. 
The  excess  of  such  losses  over  gains  from 
the  sale  or  exchange  of  such  facilities  or 
the  excess  of  such  gains  over  such  losses, 
all  as  computed  under  §  423.383-4  (d), 
is  hereinafter  referred  to  as  a  “^net  loss” 
or  a  "net  gain,”  as  the  case  may  be. 

(2)  If  the  cost  of  facilities  u.sed  in 
performing  renegotiable  contracts  and 
subcontracts  has  \yten  deducted  as  an 
expense  rather  than  treated  as  a  capital 
expenditure,  a  loss  of  the  type  described 
in  §§  423.385-4  and  423.385-5  Will  not  be 
realized.  In  such  a  case,  if  the  facilities 
are  sold,  exchanged  or  abandoned  in 
connection  with  the  discontinuance  of 
renegotiable  business,  the  excess  of  the 
total  cost  of  moving,  dismantling,  de¬ 
molishing,  protecting  and  storing  such 
facilities  over  the  aggregate  of  the 
amounts  received  or  accrued  (Including 
therein  the  salvage  value  of  facilities 
abandoned)  from  such  sale  or  exchange 
will  be  treated  as  a  discontinuance  cost 
and  is  allocable  to  renegotiable  busine.ss 
to  the  extent  that  such  facilities  were 
used'  in  the  performance  of  renegotiable 
contracts  or  subcontracts.  The  excess 
of  such  expenses  over  such  amounts  re¬ 
ceived  or  accrued,  or  the  excess  of  such 
amounts  received  or  a^’crued  over  such 
expenses,  is  hereinafter  referred  to  as 
a  “net  expense”  or  a  “net  receipts  or 
accruals”  as  the  ca.se  may  be. 

(3)  The  net  loss,  if  any,  defined  in  sub- 
paragraph  (1)  of  this  paragraph  shall 
be  allowed  as  a  cost  in  renegotiation  only 
to  the  extent  such  net  lo.ss  exceeds  the 
net  receipts  or  accruals,  if  any,  as  de¬ 
fined  in  subparagraph  (2)  of  this  para¬ 
graph.  The  net  expense,  if  any,  as  de¬ 
fined  in  subparagraph  (2)  of  this  para¬ 
graph  shall  be  allowed  as  a  cost  in  re¬ 
negotiation  only  to  the  extent  such  net 
expense  exceeds  the  net  gain,  if  any,  as 
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defined  in  subparagraph  (1)  of  this 
paragraph. 

(d)  Other  costs  and  expenses.  In  ad¬ 
dition  to  the  losses  described  in  para¬ 
graphs  (b)  and  (c)  of  this  section  with 
respect  to  inventories  and  depreciable 
or  amortizable  property,  certain  other 
costs  incurred  in  connection  with  the 
discontinuance  of  renegotiable  business 
are  also  allocable  to  such  business  even 
though  incurred  after  renegotiable  busi¬ 
ness  has  ceased.  Such  costs  are,  in  gen¬ 
eral.  items  for  which  the  contractor  be¬ 
came  obligated  in  connection  with  the 
performance  of  renegotiable  business, 
which  were  reasonably  necessary  to  such 
performance  and  for  which  he  is  obli¬ 
gated  notwithstanding  the  cessation  of 
his  renegotiable  busines.s.  Such  items 
include  these  set  forth  below. 

(1)  Severance  pay.  Amounts  paid  by 
a  contractor  to  his  employees  in  connec¬ 
tion  with  their  separation  from  his  em¬ 
ployment  for  which  he  is  obligated  by 
reason  of  law,  contract  or  the  custom 
of  his  business  are  allocable  to  rene¬ 
gotiable  business  to  the  extent  such 
amounts  relate  to  the  services  performed 
by  the  employees  in  renegotiable  busi¬ 
ness.  Generally-  such  amounts  are  al¬ 
locable  to  renegotiable  business  in  the 
proportion  which  wages  paid  with  re¬ 
spect  to  renegotiable  business  bear  to 
the  total  wages  paid  during  a  period 
(ending  with  severance)  equal  to  the 
average  tenure  of  employment  for  all 
employees  on  the  payroll  immediately 
prior  to  the  severance. 

(2)  Rent  and  other  obligations  in  con¬ 
nection  with  property.  Items  such  as 
rents,  royalties  or  other  such  costs  which 
the  contractor  is  required  to  pay  in  con¬ 
nection  with  the  use  of  property  be¬ 
longing  to  another,  where  the  obliga¬ 
tion  arose  in  connection  with  and  was 
reasonably  necessary  to  the  performance 
of  renegotiable  business,  but  continues 
after  such  business  has  ceased,  are  al¬ 
locable  to  renegotiable  business  to  the 
extent  warranted  by  the  facts  of  the  par¬ 
ticular  case.  In  determining  the  extent 
to  which  such  items  are  allocable  to  re¬ 
negotiable  business,  consideration  will 
be  given  to  the  u.se  the  contractor  made 
of  such  property  during  the  performance 
of  renegotiable  business  and  to  the  use 
he  has  made  or  may  make  of  it  during 
the  period  between  the  cessation  of  such 
business  and  termination  of  the  obllga- 
tion. 

(3)  Depreciation  and  amortization. 
Inasmuch  as  paragraph  (c)  of  this  sec¬ 
tion  excludes,  in  computing  losses,  de¬ 
preciation  on  assets  used  in  renegotiable 
business  sustained  during  the  period  be¬ 
tween  the  end  of  their  use  in  performing 
such  business  and  their  sale  or  other 
disposal,  depreciation  during  this  period 
will  not  be  allowed  as  a  cost  of  perform¬ 
ing  renegotiable  business.  If  such  assets 
are  retained  for  future  use  in  non-rene- 
gotiable  business,  depreciation  thereon 
will  be  allowed  as  a  cost  of  renegotiable 
business  to  the  extent  otherwise  properly 
allocable  for  a  reasonable  period,  having 
due  regard  to  the  reconversion  difiQcul- 
ties  of^he  contractor. 

(4)  General  overhead  expenses.  Cer¬ 
tain  continuing  expenses,  such  as  execu¬ 
tives’  and  officers’  salaries,  maintenance 
wages,  light  and  heat,  and  Insurance 
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paid  or  incurred  subsequent  to  the  cessa¬ 
tion  of  renegotiable  business,  may  be 
allocated  to  such  business  in  amounts 
considered  fair  and  equitable  in  light  of 
the  circumstances  of  the  particular  case. 
In  no  event  will  such  costs  be  allocable 
for  more  than  a  reasonable  time  beyond 
the  discontinuance  of  renegotiable  busi¬ 
ness.  In  determining  the  time  which  is 
reasonable  for  the  purpose  of  this  sub- 
paragraph,  consideration  will  be  given 
to  the  time  that  would  be  required  to 
eliminate  all  such  expenses  in  an  orderly 
liquidation  of  the  organization  set  up 
for  production  under  renegotiable  con¬ 
tracts  and  subcontracts  without  con¬ 
sidering  any  requirements  of  the  con¬ 
tractor’s  other  production. 

(e)  Costs  of  removing  certain  facili¬ 
ties.  Costs  of  moving,  dismantling,  de¬ 
molishing,  protecting  and  storing  facili¬ 
ties  used  in  performing  renegotiable 
business  will  be  allowed  in  renegotiation 
only  to  the  extent  specified  in  para¬ 
graphs  (c)  and  (d)  (2)  of  this  section. 

§  423.385  Losses. 

§  423.385-1  Costs  or  losses  on  other 
ventures.  Losses  and  costs  incurred  in 
connection  with  business  activities  or 
ventures  not  connected  with  renegotiable 
business  cannot  be  charged  to  renego¬ 
tiable  business. 

§  423.385-2  Losses  from  prior  or  sub¬ 
sequent  years.  Section  122  of  the  In¬ 
ternal  Revenue  Code  authorizes  a  tax¬ 
payer,  under  certain  prescribed  rules,  to 
take  a  deduction  for  a  taxable-year  by  a 
“carry-over”  or  “can^v-back”  of  net  op¬ 
erating  losses  for  ^|^ain  preceding  or 
subsequent  taxable  years.  No  such  de¬ 
duction  shall  be  allowable  in  renegotia¬ 
tion  as  an  item  of  cost  or  as  a  deduction 
or  exclusion  from  excessive  profits. 

§  423.385-3  [Reserved.] 

§  423.385-4  Losses  from  sale,  or  ex¬ 
change  of  facilities  used  in  performing 
renegotiable  contracts  or  subcontracts. 

(a)  If.  as  a  result  of  the  sale  or  exchange 
of  tangible  property  used  in  performing 
renegotiable  contracts  or  subcontracts 
with  respect  to  which  depreciation  was 
allowable  under  section  23  (L)  or  amor¬ 
tization  was  allowable  under  section  124, 
of  the  Internal  Revenue  Code,  a  con¬ 
tractor  sustains  a  loss,  there  will  be  al¬ 
lowed  as  an  item  of  cost  chargeable  to 
renegotiable  contracts  and  subcontracts 
an  amount  equal  to  the  portion  of  such 
loss  W'hich  bears  the  same  ratio  to  the 
whole  of  such  loss  as  the  aggregate 
amount  of  depreciation  or  amortization 
on  such  property  allocable  to  renegotiable 
business  under  the  Renegotiation  Act  of 
1948  for  all  fiscal  years  of  the  contractor 
to  the  date  of  such  sale  or  exchange  bears 
to  the  total  amount  of  depreciation  or 
amortization  ^Allowed  or  allowable  on 
such  property  as  a  deduction  in  comput¬ 
ing  taxable  income  of  the  contractor  un¬ 
der  the  Internal  Revenue  Code  for  all 
taxable  years  to  the  date  of  such  sale  or 
exchange;  subject,  however,  to  the  pro¬ 
visions  of  paragra^s  (d)  and  (e)  of  this 
section  and  subject  to  the  provisions  of 
§  423.384-2  (d)  (»< 

(b)  If,  as  a  result  of  the  sale  or  ex¬ 
change  of  land  used  in  performing  re¬ 
negotiable  contracts  or  subcontracts,  a 
contractor  sustains  a  loss,  there  will  be 


allowed  as  an  item  of  cost  chargeable  to 
renegotiable  contracts  and  subcontracts 
an  amount  which  shall  be  determined  as 
follows; 

(1)  To  each  taxable  year  beginning 
with  the  year  of  acquisition  of  such  land 
and  including  the  year  of  sale  or  ex¬ 
change  thereof,  there  shall  be  allotted  an 
equal  share  of  such  loss; 

(2)  The  renegotiating  agency  shall 
then  determine  (by  estimate,  if  neces¬ 
sary)  the  portion  of  such  share  allotted 
to  each  taxable  year  which  is  allocable  to 
the  use  of  such  land  in  performing  re¬ 
negotiable  contracts  or  subcontracts  in 
such  year; 

(3)  The  amount  to  be  allowed  as  an 
item  of  cost,  as  hereinabove  provided, 
will  be  an  amount  equal  to  the  aggregate 
of  the  portions  of  the  shares  of  such  loss 
determined  as  provided  in  subparagraph 
(2)  of  this  paragraph;  subject,  however, 
to  the  provisions  of  paragraphs  (d)  and 
(e)  of  this  section. 

(c)  In  any  case  in  which  property  of 
the  character  described  in  paragraph  (a) 
of  this  section  and  land  of  the  character 
described  in  paragraph  (b)  of  this  sec¬ 
tion  are  sold  for  a  lump  sum  or  disposed 
of  in  such  manner  as  does  not  properly 
allocate  the  sales  prices  of  the  two  types 
of  property,  the  renegotiating  agency 
shall  make  an  allocation  of  the  sale  price 
or  sales  prices  as  between  the  two  types  of 
property  upon  such  basis  as  it  may  deem 
appropriate  in  order  to  determine 
whether,  and,  if  so,  what  part  of,  the 
loss  is  attributable  to  each  such  type  of 
property,  so  as  to  enable  it  to  fix  the 
amount  which,  in  accordance  with  para¬ 
graphs  (a)  and  (b)  of  this  section,  may 
be  properly  allowed  as  an  item  of  cost  in 
the  renegotiating  proceeding. 

(d)  Notwithstanding  any  of  the  pro¬ 
visions  of  paragraphs  (a)  to  (c)  of  this 
section,  there  shall  be  allowed  as  items  of 
cost  as  a  result  of  losses  sustained  on  the 
sale  or  exchange  of  property  of  the  char¬ 
acter  described  in  paragraph  (a)  or  par¬ 
agraph  (b)  of  this  section,  only  the  ex¬ 
cess  of  the  aggregate  of  the  amounts  of 
such  items,  computed  without  regard  to 
the  limitations  prescribed  by  this  para¬ 
graph.  over  an  amount  equal  to  the  ag¬ 
gregate  of  the  portions  of  the  gains 
(computed  in  the  same  manner  as  is  pre¬ 
scribed  in  paragraphs  (a),  (b),  and  (c) 
of  this  section  with  respect  to  losses) 
realized  in  the  same  fiscal  year  from  the 
sale  or  exchange  of  property  of  the  char¬ 
acter  described  In  paragraphs  (a)  and 
(b)  of  this  section. 

(e)  For  the  purposes  of  this  section, 
the  gain  or  loss  resulting  from  the  sale 
or  exchange  of  property  of  the  character 
described  in  paragraph  (a)  or  paragraph 
(b)  of  this  section  shall  be  taken  into 
account  only  to  the  extent,  and  for  the 
fiscal  year  for  which,  such  gain  or  loss  is 
taken  into  account  in  computing  gains 
and  losses  under  section  117  (j)  (2)  (A) 
of  the  Internal  Revenue  Code.  In  the  case 
of  the  sale  or  exchange  of  property  of 
such  character  held  for  less  than  six 
months  (to  which  section  117  (j)  of  the 
Code  is  inapplicable)  gain  or  loss  shall 
be  taken  into  account  to  the  extent,  and 
for  the  fiscal  year  for  which,  such  gain 
or  loss  is  otherwise  taken  into  account  in 
the  computation  of  taxable  income  under 
the  Internal  Revenue  Code. 
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§  423.385-5  Losses,  other  than  from 
sale  or  exchange,  with  respect  to  facili¬ 
ties  used  in  performing  renegotiable  con¬ 
tracts  or  subcontracts.  If  for  any  taxable 
year,  a  contractor  is  entitled  under  sec¬ 
tion  23  fe)  or  23  (f )  of  the  Internal  Reve¬ 
nue  Code  to  a  deduction  for  loss  with  re¬ 
spect  to  tangible  property  used  in  per¬ 
forming  renegotiable  contracts  or  sub¬ 
contracts,  there  will  be  allowed  in  rene¬ 
gotiation  for  such  year  as  an  item  of  cost 
chargeable  to  renegotiable  contracts  and 
subcontracts,  an  amount  equal  to  that 
portion  of  such  deduction  which  bears 
the  same  ratio  to  the  whole  of  such  de¬ 
duction  as  the  aggregate  amount  of  de¬ 
preciation  or  amortization  on  such  prop¬ 
erty  allocable  to  r(  negotiable  business  for 
all  fiscal  years  of  the  contractor  to  the 
date  of  the  incurring  of  such  loss  bears  to 
the  total  amount  of  depreciation  or  amor¬ 
tization  allowed  or  allowable  on  such 
property  as  a  deduction  in  computing 
taxable  income  of  the  contractor  under 
the  Internal  Revenue  Code  for  all  taxable 
years  to  the  date  of  the  incurring  of  such 
loss.  If  the  result  of  application  of  the 
provision  of  §  423.384-2  (c)  (1)  is  deter¬ 
mination  of  a  “net  gain’’  as  defined  there¬ 
in  no  allowance  shall  be  made  for  a  loss 
computed  under  this  paragraph  except 
to  the  extent  such  loss  exceeds  such  “net 
gain.” 

§  423  385-6  Effect  of  renegotiation 
under  prior  acts.  The  computation  of 
loss  under  §§  423.385-4  and  423  .385-5  with 
respect  to  facilities  used  in  performing 
renegotiable  contracts  and  subcontracts 
shall  not  reflect  depreciation  allowed  or 
allowable  in  fiscal  periods  subject  to  re¬ 
negotiation  under  pr'or  renegotiation 
acts. 

§  423.386  Interest. 

§  423.388-1  Allowance.  Interest  on 
borrowed  capital  is  deductible  under  the 
Internal  Revenue  Code  and  will,  there¬ 
fore,  be  allowed  in  renegotiation  to  the 
extent  allocable  to  renegotiable  business. 

§  423.386-2  Allocation,  (a)  Interest 
on  borrowed  funds  should  be  allocated 
to  renegotiable  business  according  to  the 
general  principles  set  forth  in  §  423.381-4. 

(b)  Where,  however,  a  contractor  has 
Incurred  obligations  w’hich  result  in  a 
cash  position  obviously  disproportionate 
to  the  current  volume  of  business,  then 
interest  on  that  portion  of  such  obli¬ 
gations  which  produces  excess  cash 
should  not  be  allocated  to  renegotiable 
business.  Scrutiny  should  also  be  di¬ 
rected  to  the  amount  of  funds  of  the  con¬ 
tractor  Invested  in  securities  or  other 
assets  which  are  not  related  to  the  pro¬ 
duction  of  renegotiable  income.  In  such 
cases  the  cost  of  borrowed  funds  which 
can  be  demonstrated  to  have  been  in¬ 
vested  in  such  assets  or  which  can  rea¬ 
sonably  be  allocated  to  the  financing  of 
such  assets  should  be  allocated  to  non- 
renegotiable  business. 

(c)  Ordinarily,  there  should  not  be 
allocated  to  renegotiable  business  any 
part  of  the  premium  or  other  cost  in  con¬ 
nection  with  the  redemption  or  retire¬ 
ment  of  obligations. 

§  423.386-3  Interest  on  tax  deficien¬ 
cies.  Interest  on  deficiencies  In  taxes 
measured  by  income  (Including  Federal 


income  and  excess  profits  taxes)  Is  not 
deemed  allocable  in  any  part  to  renego¬ 
tiable  business.  Accordingly,  such  inter¬ 
est  is  not  allowable  as  a  cost  of  renego¬ 
tiable  business,  notwithstanding  that 
such  interest  is  a  deduction  in  the  com¬ 
putation  of  taxable  income  under  the 
Internal  Revenue  Code. 

§  423.387  Selling  and  advertising  ex¬ 
pense. 

§  423.387-1  Sellvig.  (a)  Selling  ex¬ 
pense  will  not  be  allocated  to  renegoti¬ 
able  business  unless  (1)  it  relates  in 
major  part  to  technical,  consulting  and 
other  services  performed  in  connection 
with  the  application  and  adaptation  of 
products  comprising  the  renegotiable 
business  to  the  uses  and  requirements  of 
the  Government  or  other  contractors;  or 
(2)  it  relates  to  the  maintenance  of  of¬ 
fices  or  agencies  engaged  in  the  servicing 
of  products  comprising  the  renegotiable 
bu.siness;  or  (3)  it  relates  to  the  sale  of 
products  or  services  comprising  the  re¬ 
negotiable  business  which  are  of  the  type 
ordinarily  sold  or  rendered  by  the  con¬ 
tractor  and  which  are  sold  or  rendered 
through  the  distribution  system  normally 
used  by  the  contractor;  or  (4)  it  is  a  com¬ 
mission  of  the  type  allowed  in  §  423.382-5. 

(b)  Selling  expense,  if  allocable  to  re¬ 
negotiable  business,  shall  be  allocated  in 
accordance  with  the  system  of  account¬ 
ing  found  by  the  renegotiating  agency  to 
be  acceptable  under  §  423.381-4. 

§  423.387-2  Advertising.  As  a  general 
rule,  advertising  expense  is  not  allocable 
to  renegotiable  business.  However,  in 
cases  where  it  can  be  demonstrated  that 
a  contractor  or  subcontractor  engaged 
in  renegotiable  business  to  the  detriment 
of  his  normal  commercial  business  in  the 
year  under  review,  and  thereby  Incurred 
the  risk  of  loss  of  his  competitive  position 
in  the  industry  concerned,  the  renegoti¬ 
ating  agency  shall  allocate  to  renegoti¬ 
able  business  that  portion  of  the  contrac¬ 
tor’s  or  subcontractor’s  normal  advertis¬ 
ing  expense  which  it  deems  properly 
attributable  to  his  effort  to  forestall  such 
loss  of  competitive  position.  The  rene¬ 
gotiating  agency  shall  also  allocate  to 
renegotiable  business  the  property  alloca¬ 
ble  portion  of  expense  incurred  in  “Help 
Wanted’’  advertising  and  the  properly 
allocable  portion  of  expense  incurred  by 
the  contractor  or  subcontractor  in  adver¬ 
tising  in  trade  papers  for  the  purpose 
of  offering  support  to  such  trade  papers 
which  are  valuable  for  the  dissemina¬ 
tion  of  technical  information  within  the 
contractor’s  or  subcontractor’s  industry. 

In  the  case  of  renegotiable  business 
performed  under  subcontracts,  other  ad¬ 
vertising  expense  may  be  allocated  there¬ 
to  when  it  is  determined: 

(a)  That  the  products  sold  under  sub¬ 
contracts  are  substantially  the  same  as 
those  sold  in  the  subcontractor’s  normal 
commercial  business;  and 

(b)  That  the  volume  of  non-renego- 
tiable  business  in  the  year  under  review 
is  not  in  excess  of  the  subcontractor’s 
normal  volume  of  commercial  business; 
and 

(c)  That  the  total  amount  of  adver¬ 
tising  expense,  considered  subject  to  al¬ 
location  between  renegotiable  and  non- 
renegotlable  business,  for  the  year  under 


review,  does  not  exceed  the  subcontrac¬ 
tor’s  normal  advertising  expense. 

§  423.388  Other  costs,  expenses  and 
reserves. 

§  423.388-1  Patent  royalties,  (a) 
When  in  renegotiation,  a  contractor  has 
included  substantial  amounts  in  costs 
for  royalties,  paid  or  payable  under 
patent  rights,  the  renegotiating  agency 
will  determine  whether  any  action  has 
been  taken,  or  is  pending  or  contemplated 
under  the  Royalty  Adjustment  Act  (see 
§421.141),  and  will  be  guided  by  the 
principles  set  out  below. 

(b)  An  order  under  the  Royalty  Ad¬ 
justment  Act  fixing  the  rates  and 
amounts  of  royalties  to  be  paid  under  a 
license  agreement  has  no  legal  effect 
retroactively.  The  order  applies  only  to 
royalties,  irrespective  of  when  payable, 
which  are  unpaid  to  the  licensor  on  the 
effective  date  of  the  notice  under  the 
statute,  whether  accruing  before  or  after 
the  effective  date  of  the  notice,  and  does 
not  and  cannot  require  the  refund  of  any 
royalties  which  have  been  paid  to  the 
licensor  prior  to  said  effective  date. 

(c)  In  determining  excessive  profits 
of  a  licensee  upon  renegotiation  for  a 
period  in  which  royalty  accruals  are  cov¬ 
ered  by  an  order  or  agreement  under 
the  Royalty  Adjustment  Act,  the  rene¬ 
gotiating  agency  will  give  full  effect  to 
the  rates  or  amounts  of  royalties  fixed 
in  the  Royalty  Adjustment  Act  order  or 
agreement  as  fair  and  just.  No  allow¬ 
ance  will  be  made  in  renegotiation  for 
royalties  paid  or  accruing  during  that 
period  in  excess  of  the  amounts  permitted 
or  provided  to  be  paid  under  such  order 
or  agreement.  With  respect  to  renego¬ 
tiation  with  a  licensor,  see  §  423.334-3. 

(d)  Rates  or  amounts  of  royalties 
fixed  as  fair  and  just  in  a  royalty  ad¬ 
justment  order  or  agreement  which  docs 
not  cover  all  or  some  part  of  the  period 
involved  in  the  renegotiation  will  not  be 
controlling  as  to  the  reasonableness  of 
the  royalties  paid  or  accrued  by  the  li¬ 
censee  for  such  period  or  such  part 
thereof  as  is  not  covered  by  the  order 
or  agreement.  In  such  a  case  as  well  as 
in  one  where  no  action  under  the  Royalty 
Adjustment  Act  is  Involved,  the  renego¬ 
tiating  agency  will  estimate  the  amount 
of  the  royalties  allowable  as  a  deduction 
for  Federal  income  tax  purposes.  Ordi¬ 
narily  the  licensee  will  be  allowed  to 
include  in  his  costs  royalties  properly 
allocable  to  renegotiable  business  pro¬ 
vided  they  are  actually  paid  to  the  li¬ 
censor  prior  to  the  service  of  a  notice  in 
any  royalty  adjustment  proceedings. 
However,  an  amount  paid  pursuant  to 
an  arrangement  not  entered  into  at  arm’s 
length  or  without  a  full  disclosure  of 
interest,  or  in  bad  faith,  should  be  dis¬ 
allowed  as  an  item  of  cost  if  it  is  not  an 
“ordinary  and  necessary’’  business  ex¬ 
pense  within  the  meaning  of  section  23 
(a)  of  the  Internal  Revenue  Code.  Par¬ 
ticular  attention  should  be  given  to  any 
relationship  or  affiliation  to  the  licensor; 
for  example,  where  the  licensor  was  a 
partner,  officer,  director  or  substantial 
stockholder  of  the  licensee;  or  where  any 
partner,  oflBcer,  director  or  substantial 
stockholder  of  the  licensee  participated 
in  the  royalties  paid  to  the  licensor. 
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(e)  No  royalties  paid  or  incurred  by 
a  licensee  and  no  amortization  or  de< 
vclopment  expense  charged  by  a  licensor 
will  be  allocated  as  a  cost  in  determin¬ 
ing  excessive  profits  under  the  renego¬ 
tiation  statutes,  even  though  allowable 
as  a  deduction  under  the  Internal 
Revenue  Code,  unless  such  payments  or 
charges  are  allocable  to  the  sales  made 
under  contracts  subject  to  renegotiation. 
In  deciding  this  question  as  to  any  par¬ 
ticular  patent,  the  renegotiating  agency 
should  consider  the  extent  to  which  the 
products  sold  involve  the  use  of  the  in¬ 
vention  or  inventions  covered  by  the 
patent,  and  as  a  general  rule  it  should 
appear  that  the  patent  has  not  expired, 
that  no  final  adjudication  has  been  made 
by  a  court  of  competent  jurisdiction 
holding  the  patent  invalid,  and  that  it  is 
not  in  fact  the  property  of  the  licensee. 

5  423.388-2  Charitable  and  other  con¬ 
tributions.  Charitable  and  similar  con¬ 
tributions  are  not  allocable  to  renegoti- 
able  baslness. 

S  423.388-3  Cost  allowance  in  con¬ 
nection  with  raw  materials.  Reference 
is  made^o  §  423.343-3  for  a  discussion  of 
the  allowance  of  a  fair  cost  of  exempt 
raw  materials  processed  by  an  integrated 
producer. 

§  423.388-4  Inventories.  If,  in  the 
opinion  of  the  renegotiating  agency,  in¬ 
ventory  valuation  is  a  significant  ele¬ 
ment  in  determining  profits,  no  deter¬ 
mination  of  excessive  profits  or  of  non- 
excessive  profits  should  be  made  unless 
the  renegotiating  agency  is  satisfied  as 
to  the  value  of  the  inventory  necessary 
to  the  determination  of  renegotiable 
profits. 

(a)  A  physical  inventory  is  the  most 
.satisfactory  basis  for  an  inventory  valu¬ 
ation;  however,  a  physical  inventory 
taken  within  a  reasonable  time  (ordi¬ 
narily  not  in  excess  of  three  months)  of 
the  close  of  the  period  and  reconciled  to 
the  close  of  the  period  may  be 
acceptable. 

(b)  In  the  absence  of  a  physical  in¬ 
ventory  at  or  within  a  reasonable  time 
from  the  close  of  the  period  Involved  in 
the  renegotiation,  the  contractor’s  book 
records  will  not  be  accepted  as  an  ap¬ 
propriate  basis  for  an  Inventory  valua¬ 
tion  as  of  the  close  of  such  period  unless 
the  renegotiating  agency  is  satisfied  (1) 
after  spot  checks  or  other  tests,  that  the 
recorded  inventory  properly  reflected 
the  actual  inventory  on  hand,  or  (2) 
that  the  method  of  determining  inven¬ 
tory  is  such  as  to  assure  reasonable 
agreement  between  the  recorded  inven¬ 
tory  and  the  actual  inventory  on  hand. 

(c)  If  necessary  in  order  to  arrive  at 
a  satisfactory  valuation  of  inventory  at 
the  close  of  the  period  involved  in  the 
renegotiation,  the  Board  may  either  (1) 
cause  tf  physical  Inventory  to  be  taken 
by  or  on  behalf  of  the  CJovernment  as 
near  as  po.ssible  to  the  close  of  the  pe¬ 
riod  Involved  in  the  renegotiation,  or 
(2)  if  such  a  physical  inventory  is  not 
feasible,  estimate  the  Inventory  valua¬ 
tion  as  at  the  close  of  the  period  in¬ 
volved  in  the  renegotiation,  making  such 
adjustments  in  the  book  inventory  as, 
on  the  basis  of  the  information  then 
available,  will  protect  the  interests  of 
the  Government  and  minimize  the 


likelihood  of  an  understatement  of 
profits  for  the  period  involved  in  the 
renegotiation. 

(d)  If  the  data  submitted  by  the  con¬ 
tractor  Include  financial  statements 
•certified  by  independent  public  ac¬ 
countants,  and  if  these  accountants 
have  not  qualified  their  opinion  as  to 
the  correctness  of  the  accounts  be¬ 
cause  of  Inventory  practices  which  in 
their  opinion  are  Inadequate,  the  re¬ 
negotiating  agency  will  not  ordinarily 
require  a  physical  inventory  to  be  taken 
by  or  on  behalf  of  the  Government. 

S  423.389  Taxes  measured  by  income. 

§  423.389-1  In  general.  Taxes  meas¬ 
ured  by  Income,  other  than  Federal 
taxes,  like  all  other  State  and  local  taxes, 
are  allowable  as  items  of  cost  for  pur¬ 
poses  of  renegotiation  to  the  extent 
estimated  to  be  allowable  under  the 
Internal  Revenue  Code,  and  to  the  ex¬ 
tent  allocable  to  renegotiable  business 
as  provided  hereafter.  The  term  “taxes 
measured  by  income”  is  interpreted  to 
mean  taxes  which  vary  in  accordance 
with  the  amount  of  net  income  of  the 
taxpayer.  Such  term  does  not  include 
taxes  imposed  upon  or  measured  by  gross 
Income,  gross  receipts  or  sales.  ,Such 
taxes  measured  by  net  Income  are  herein 
referred  to  generally  as  “State  income 
taxes”  although  actually  they  may  not 
b«  designated  as  “income  taxes”  in  the 
legislation  imposing  such  taxes,  and  al¬ 
though  they  may  be  imposed  by  political 
subdivisions  other  than  a  state. 

§  423.389-2  Allocation.  State  income 
taxes  measured  by  or  attributable  to 
profits  to  be  eliminated  as  excessive  may 
not  be  allowed  as  an  item  of  cost  for 
purposes  of  renegotiation.  For  the  ap¬ 
plication  of  this  rule  the  renegotiating 
agency  will  first  determine  a  tentative 
amount  of  excessive  profits  to  be  elimi¬ 
nated  without  allowance  of  any  amount 
of  State  Income  tax,  and  will  then  reduce 
such  tentative  determination  by  the 
amount  of  State  income  tax  estimated  to 
be  attributable  to  renegotiable  profits 
deemed  to  be  not  excessive.  The  deter¬ 
mination  of  this  adjustment  will  be  made 
in  accordance  with  the  rules  set  forth 
§§  423.389-3  to  423.389-7,  or  in  accord¬ 
ance  with  any  other  method  which  in  the 
opinion  of  the  renegotiating  agency  will 
accomplish  approximately  the  same 
result.  The  final  determination  of  ex¬ 
cessive  profits,  after  allowance  of  the 
estimated  State  Income  tax  but  before 
allowance  of  the  credit  for  Federal  ta^es 
provided  for  by  section  3806  of  the  In¬ 
ternal  Revenue  Code,  shall  be  “rounded” 
to  the  nearest  hundred  dollars  ($100). 

§  423.389-3  State  income  taxes  im¬ 
posed  at  a  "flat  rate."  If  the  State 
income  tax  is  Imposed  at  a  flat  rate,  the 
tentative  determination  of  excessive 
profits  Is  reduced  by  an  amount  equal  to 
the  flat  tax  rate  applied  to  the  amount 
of  profits  found  to  be  not  excessive.  The 
refund  so  determined  Is  then  “rounded 
off,”  before  application  of  the  credit  for 
Federal  taxes. 

§  423.389-4  Graduated  State  income 
tax.  If  the  State  income  tax  is  imposed 
at  graduated  rates  as  distinguished  from ' 
a  “flat  rate,”  the  allowance  shall  be  com¬ 
puted  as  follows: 


(a)  A  recomputation  of  State  income 
taxes  shall  be  made,  based  on  the  total 
taxable  income  after  deduction  of  the 
amount  of  the  tentative  determination  of 
excessive  profits  on  renegotiable  busi¬ 
ness; 

(b)  The  amount  of  State  Income  tax 
attributable  to  the  non-excessive  rene¬ 
gotiable  profits  shall  be  the  amount  com¬ 
puted  by  applying  the  ratio  of  renego¬ 
tiable  profit,  after  deduction  of  the 
amount  of  the  tentative  determination 
of  excessive  profits  on  renegotiable  busi¬ 
ness,  to  total  profits  after  deduction 
therefrom  of  the  amount  of  the  tenta¬ 
tive  determination  of  excessive  profits  on 
renegotiable  business; 

(c)  The  base  for  the  computations 
required  b>  paragraphs  (a)  and  (b)  of 
this  section  shall  be  income  on  the  ba¬ 
sis  provided  for  by  the  law  Imposing  the 
State  Income  tax;  If  the  State  law  pro¬ 
vides  for  exclusion  or  limiting  of  certain 
classes  of  income  for  deduction,  appro¬ 
priate  adjustments  will  be  made  in  the 
computations; 

(d)  If  the  contractor  has  a  loss  on 
non-renegotiable  business,  the  tax  attrib¬ 
utable  to  the  non-excessive  renegotiable 
profits  will  be  the  amount  of  tax  com¬ 
puted  on  the  tentative  retainable  profits 
as  computed  under  paragraph  (a)  of 
this  section. 


Example: 


Rene- 

Non- 

Lino 

pot ia- 
blc 

rene- 
pot  ia- 
Mo 

Total 

1 

Basic  profit  for  renepo- 

tiation,  In-fore  rene- 
potiation . . 

1120,  OOft 

$.500,000 

$020,000 

2 

Nonapplicablo  income 
or  (losses!,  not,  and 
other  adjiistinent.s 
necessary  for  State 
income  tax  ptinx)scs. 

$.50, 000 

$50.a)0 

3 

Taxable  income  for 

State  income  tax  piir- 
laises,  l)efore  tenta- 

live  (ietermlnat  ion  of 
exce.ssive  profits. . 

$120,000 

$070, 000 

4 

Less:  Tentative  deUx* 

j$.550, 000 

mination  of  excessive 
profits . . . . 

$25,  (XW 

$2.5, 000 

1 . 

6 

Taxable  income  for 

State  Ineomo  tax 
purposes,  after  tenta¬ 
tive  determination  of 
excessive  profits . 

$95,000 

$045, 000 

e 

Percent  of  taxable  In- 

j$560, 000 

come  (line  S)  to  total 
income . . . 

14. 73% 

j  85.27% 

100.007i 

Assume  that  on  total  Income  of  $670,000 
before  tentative  determination  of  excessive 
profits  the  State  Income  tax  was  $22,550,  that 
$25,000  is  the  amount  of  the  tentative  de¬ 
termination  of  excessive  profits,  and  that 
the  tax  on  total  Income,  as  adjusted,  of 
$645,000,  is  $21,550.  The  State  tax  allow¬ 
able  as  a  cost  will  therefore  be:  $21,550  X 
14.73%,  or  $3,175,  and  the  net  determina¬ 
tion  of  excessive  profits  will  be  computed  as 
follows : 


Tentative  determination _ $25,000 

Tax  on  non-excessive  renegotiable 
profits,  per  above  computation 3, 175 


Net  determination _  21,825 

"Rounded-off"  to _  21,  800 


§  423.389-5  Multiple  State  income 
taxes.  If  the  contractor  is  doing  busi¬ 
ness  in  more  than  one  State,  he  may  be 
subject  to  more  than  one  income  tax. 
In  such  event,  the  allowance  should  be 
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made  by  an  accurate  determination  of 
the  tax  attributable  to  the  non-excessive 
renegotiable  profits  imposed  by  each 
State,  in  accordance  with  the  rules  stated 
in  §§  423.389-1  to  423.389-4,  if  such  a 
computation  is  feasible.  If  an  exact 
computation  is  not  feasible,  the  allow¬ 
ance  should  be  made  upon  the  best  esti¬ 
mate  of  the  renegotiating  agency  and  the 
contractor,  made  in  good  faith  and  with 
reasonable  care.  This  estimate  may  take 
the  form  of  a  prorata  application  to  each 
State  of  the  non-excessive  renegotiable 
profits  based  upon  the  profits  before  re¬ 
negotiation  attributable  to  each  State,  if 
no  more  accurate  method  is  available. 
If  all  such  taxes  are  imposed  at  fiat  rates, 
a  composite  rate  may  be  obtained  by 
dividing  total  State  income  taxes  by  total 
profits,  and  this  composite  rate  may  be 
applied  to  the  non-excessive  renegotia¬ 
ble  profits. 

§  423.389-6  State  income  tax  meas¬ 
ured  by  income  for  preceding  year.  In 
some  States,  the  tax  is  measured  by  the 
income  for  the  year  subject  to  renego¬ 
tiation,  but  is  a  iiability  of  the  contractor 
not  for  such  year  but  for  the  next  suc¬ 
ceeding  year.  In  this  event,  the  allow¬ 
ance  for  such  tax  will  be  made  as  though 
such  tax  measured  by  the  income  subj§pt 
to  renegotiation  were  in  fact  a  liability 
for  the  year  subject  to  renegotiation. 

§  423.389-7  State  income  tax  of  con¬ 
tractor  operating  as  a  partnership  or 
sole  proprietorship,  (a)  A  contractor  do¬ 
ing  business  as  a  partnership  or  sole  pro¬ 
prietorship  is  entitled  to  an  allowance 
for  State  income  tax  based  upon  the  tax 
liability  of  the  individual  partners  or  of 
the  proprietor.  In  the  case  of  a  partner¬ 
ship,  allowance  will  be  made  for  the 
aggregate  of  the  State  taxes  attributable 
to  each  partner’s  share  of  non-excessive 
renegotiable  profits. 

(b)  Normally  the  State  income  tax  is 
Imposed  upon  individuals  on  a  graduated 
basis.  Reference  is  therefore  made  to 
§  423.389-4. 

(c)  If  a  contractor  is  a  partnership  or 
sole  proprietorship  and  is  subjected  to  an 
unincorporated  business  tax  measured  by 
Income,  allowance  must  be  made  there¬ 
for  as  well  as  for  the  State  income  taxes 
of  the  partners  or  the  proprietor. 

(d)  If  a  so-called  “salary  allowance” 
Is  made  in  renegotiation  for  the  services 
of  partners  or  proprietors,  the  amount  of 
such  “salary”  allowed  to  each  partner  or 
to  the  proprietor  will  be  deducted  from 
the  partner’s  or  proprietor’s  share  of  the 
non-excessive  renegotiable  profits  before 
calculation  of  the  State  income  tax  at¬ 
tributable  to  such  non-excessive  rene¬ 
gotiable  profits.  Such  “salary  allow¬ 
ance”  will  also  be  deducted  before 
calculating  any  such  unincorporated 
business  tax  adjustment. 

Adopted;  February  17,  1949. 

Frank  L.  Roberts, 

Chairman. 

Military  Renegotiation  Policy 

and  Review  Board. 

Approved:  Anarch  26,  1949. 

James  Forrestal, 

Secretary  of  Defense. 

(P.  R.  Doc.  49-2620;  Piled,  Apr.  6,  1949; 

8:57  a.  m.] 


Chapter  Vll — Department  of  the 
Air  Force 

Swbchopttr  F — Organized  Reserves 

Part  861 — Officers'  Reserve  Corps 

INACTIVE  DUTY  TRAINING  PAY  AND 
ALLOWANCES 

Regulations  contained  in  §§  861.61  to 
861.65  (13  F.  R.  8760)  are  hereby  revised 
to  read  as  follows : 

Sec. 

861.61  Policy. 

861.62  Definitions. 

861  63  Inactive  duty  training  and  pay. 

861.64  Attendance  requirements. 

861.65  Corollary  Program. 

861.66  Administrative  function  pay. 

861.67  Inactive  duty  training  without  pay. 

861.68  Volunteer  training  without  remuner¬ 

ation. 

Authority:  §S  861.61  to  861.68  Issued  under 
Pub.  Law  460,  80th  Cong.,  62  Stat.  87. 

Derivation:  APR  45-10,  March  22,  1949. 

§  861.61  Policy — (a)  Priorities.  United 
States  Air  Force  Reserve  personnel  as¬ 
signed  to  the  Organized  Air  Reserve  and 
Medical  personnel  and  chaplains  as¬ 
signed  to  duty  with  the  Organized  Air 
Reserve  will  be  eligible  to  receive  inactive 
duty  training  pay.  Personnel  will  be 
paid,  on  a  quarterly  basis,  to  the  extent 
provided  for  by  appropriations  and  in  ac¬ 
cordance  with  the  following  priorities: 

(1)  Individuals  who  have  mobilization 
assignments. 

(2)  Individuals  participating  in  the 
Corollary  Program. 

(3)  Individuals  who  have  assignments 
to  United  States  Air  Force  Reserve  Table 
of  Organization  and  Equipment  or  Table 
of  Distribution  units. 

(b)  Active  duty.  Inactive  duty  train¬ 
ing  pay  will  not  accrue  to  individuals 
while  on  active  duty. 

(c)  Training  period.  Not  more  than 
one  training  period  or  unit  assembly  will 
be  authorized  for  pay  purposes  for  each 
calendar  day  unless  the  total  or  aggre¬ 
gate  duration  of  such  participation  is  at 
least  eight  hours.  When  such  partici¬ 
pation  is  at  least  eight  hours,  not  more 
than  two  training  periods  or  unit  as¬ 
semblies  will  be  authorized  in  any  one 
day. 

§  861.62  Definitions — (a)  Mobilization 
assignment.  Duty  for  w^lch  an  individ¬ 
ual  volunteers  and  Is  assigned  by  com¬ 
petent  authority  on  Inactive  duty  status 
in  anticipation  of  war  or  other  National 
emergency  and  for  which  it  is  anticipated 
the  individual  will  be  called  to  active 
duty  in  the  event  of  mobilization. 

(b)  Table  of  Organization  and  Equip¬ 
ment  or  Table  of  Distribution  unit  as¬ 
signment.  Duty  within  an  authorized 
United  States  Air  Force  Reserve  Table 
of  Organization  and  Elqiiipment  or  Table 
of  Distribution  unit  for  which  an  in¬ 
dividual  volunteers  and  to  which  he  is 
assigned  on  Inactive  duty  status  in  an¬ 
ticipation  of  war  or  other  National 
emergency. 

(c)  Training  period.  A  duly  author¬ 
ized  period  of  instruction  performed  by 
an  individual  with  a  mobilization  assign¬ 
ment.  Such  training  period  will  be  of  at 
least  two  hours  in  duration  and  normally 
will  be  four  hours  in  duration. 


(d)  Unit  training  assembly.  A  duly 
authorized  and  scheduled  period  of  in¬ 
struction  conducted  by  a  United  States 
Air  Force  Reserve  Table  of  Organization 
and  Equipment  unit.  Table  of  Distribu¬ 
tion  unit,  or  corollary  unit.  Such  unit 
training  a.ssembly  will  be  of  at  least  two 
hours  in  duration  and  normally  will  be 
four  hours  in  duration. 

(e)  Competent  authority.  Chief  of 
Staff.  United  States  Air  Force,  and  the 
commanding  generals  of  major  air  com¬ 
mands.  This  authority  may  be  redele¬ 
gated  to  subordinate  commanders. 

§  861.63  Inactive  duty  training  and 
pay — (a)  Mobilization  assignees.  (1) 
Mobilization  assignees  will  receive  in¬ 
active  duty  training  at  duly  authorized 
training  periods. 

(2)  Personnel  quotas  for  inactive  duty 
training  pay  will  be  Issued  to  the  major 
air  commands  by  Headquarters,  United 
Staites  Air  Force. 

(3)  Full  use  of  the  two  calendar  days 
comprising  a  week  end  is  encouraged  for 
the  purpose  of  greater  continuity  in  indi¬ 
vidual  training. 

(4)  Not  more  than  48  training  periods 
in  each  fiscal  year  for  inactive  duty  train¬ 
ing  pay  purposes  will  be  authorized  per¬ 
sonnel  with  mobilization  assignments. 
Mobilization  assignment  personnel  will 
be  authorized  not  more  than  six  training 
periods  in  any  calendar  month. 

(5)  Rated  personnel  with  other  than 
aircrew  assignments  will  not  be  consid¬ 
ered  to  have  participated  in  a  training 
period  by  virtue  of  Individual  flight  train¬ 
ing  activities. 

(6)  Rated  personnel  with  aircrew  as¬ 
signments  will  not  be  considered  to  have 
participated  in  a  training  period  by  vir¬ 
tue  of  flight  activities  unless  such  train¬ 
ing  Is  authorized  by  competent  authority 
and  accomplished  with  the  organization 
to  which  assigned  or  with  a  similar  type 
organization. 

(b)  Personnel  with  Table  of  Organiza¬ 
tion  and  Equipment  or  Table  of  Distribu¬ 
tion  assignments.  (1)  Personnel  with 
Table  of  Organization  and  Equipment  or 
Table  of  Distribution  assignments  will  re¬ 
ceive  inactive  duty  training  at  duly  au¬ 
thorized  unit  training  assemblies.  (Not 
applicable  to  corollary  units.) 

(2)  The  units  to  receive  Inactive  duty 
training  pay  will  be  established  by  Head¬ 
quarters,  United  States  Air  Force. 

(3)  Units  will  be  authorized  unit  train¬ 
ing  assemblies  for  pay  purposes  as 
follows: 

(1)  Class  A  units  specifically  designated 
for  prompt  mobilization  by  the  Depart¬ 
ment  of  the  Air  Force  will  be  authorized 
a  maximum  of  48  unit  training  assem¬ 
blies  in  each  fiscal  year  of  which  not  less 
than  two  or  more  than  six  will  be  con¬ 
ducted  in  any  calendar  month.  (The 
minimum  of  two  periods  per  month  may 
be  waived  for  the  month  in  which  a  unit 
is  scheduled  for  active  duty  training.) 

(li)  All  other  units  will  be  authorized  a 
maximum  of  24  units  training  assemblies 
In  each  fiscal  year  of  which  not  less  than 
one  or  more  than  three  will  be  conducted 
in  any  calendar  month  for  pay  purposes. 
(The  minimum  of  one  period  per  month 
may  be  waived  for  the  month  in  which 
a  unit  is  scheduled  fpr  active  duty 
training.) 
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(4)  Full  use  of  the  two  calendar  days 
comprising  a  week  end  is  encouraged  for 
the  purpose  of  greater  continuity  of  unit 
training. 

(5)  Additional  pay  for  flying  will  be 
authorized  for  individuals  qualifying  for 
inactive  duty  training  pay  under  the 
provisions  of  subparagraph  (3)  (i)  and 
(ii>  of  this  paragraph,  upon  publication 
of  appropriate  Elxecutive  orders  required 
by  law  and  when  an  individual  accom¬ 
plishes  the  minimum  flight  requirements 
through : 

(i)  Participation  in  prescribed  indi¬ 
vidual  flight  training. 

(ii)  Participation  in  an  authorized 
unit  flight  training  mission  which  is  con¬ 
ducted  to  maintain  unit  flying  pro¬ 
ficiency. 

§  861.64  Attendance  requirements — 

(a)  Officers.  <1)  OflBcers  with  mobiliza¬ 
tion  assignments  must  participate  in  the 
required  training  pursuant  to  competent 
orders.  No  minimum  number  of  officers 
at  a  duly  authorized  training  period  is 
required. 

(2>  Officers  with  Table  of  Organiza¬ 
tion  and  Equipment  or  Table  of  Distrib¬ 
ution  unit  assignments  must  participate 
in  the  required  training  pursuant  to  com¬ 
petent  orders.  They  will  not  receive  in¬ 
active  duty  training  pay  for  attendance 
at  any  Unit  training  assembly  at  which 
less  than  60  percent  of  the  assigned 
strength  of  the  unit  was  present.  (Per¬ 
sonnel  absent  on  military  orders  are  ex¬ 
cluded  from  the  assigned  strengths.) 

(b)  Airmen.  Airmen  must  participate 
in  the  required  training  pursuant  to  com¬ 
petent  orders.  No  minimum  number  of 
airmen  at  a  duly  authorized  training  as¬ 
sembly  is  required. 

§  861.65  Corollary  program,  (a) 
Personnel  in  corollary  units  will  be  au¬ 
thorized  unit  training  assemblies  for  pay 
purposes  within  budgetary  limitations  as 
follows: 


( 1 )  Fully  organized  corollary  units  will 
be  authorized  a  maximum  of  43  unit 
training  assemblies  in  each  fiscal  year 
of  which  not  less  than  two  will  be  con¬ 
ducted  in  any  calendar  month. 

(2)  Corollary  units  which  are  not  fully 
organized  will  be  authorized  a  maximum 
of  24  unit  training  assemblies  in  each 
fiscal  year  of  which  not  less  than  three 
will  be  conducted  in  any  calendar 
quarter. 

(b)  Individuals  with  corollary  unit  as¬ 
signments  must  participate  in  the  re¬ 
quired  training  pursuant  to  competent 
orders.  They  will  not  receive  inactive 
duty  training  pay  for  attendance  at  any 
unit  training  assembly  at  which  less  than 
60  percent  of  the  assigned  strength  of 
the  unit  was  present.  (Personnel  ab¬ 
sent  on  military  orders  are  excluded 
from  the  assigned  strengths.)  Pay  of 
airmen  will  not  be  subject  to  the  attend¬ 
ance  requirements  of  this  paragraph. 

(c)  Additional  pay  for  flying  will  be 
authorized  those  individuals  qualifying 
for  inactive  duty  training  pay  under  the 
provisions  of  paragraph  (a)  (1)  and  (2) 
of  this  section  upon  publication  of  ap¬ 
propriate  Executive  Orders  required  by 
law  and  when  an  individual  accom¬ 
plishes  the  minimum  flight  requirements 
through: 

(1)  Participation  in  prescribed  indi¬ 
vidual  flight  training. 

(2)  Participation  in  an  authorized 
unit  flight  training  mission  which  is 
conducted  to  maintain  unit  flying 
proficiency. 

§  861.66  Administrative  junction  pay. 
(a)  In  addition  to  other  Inactive  duty 
training  pay,  commanding  officers  of 
United  States  Air  Force  Reserve'  Table 
of  Organization  and  Equipment  units 
having  administrative  functions  con¬ 
nected  therewith  will  receive  pay  on  a 
quarterly  basis  within  the  limitation  of 
appropriations,  but  not  to  exceed  the 
following  amounts: 


(1)  All  class  A  units  and  fully  or¬ 
ganized  corollary  units — not  to  exceed 
$240.00  annually  and  to  accrue  at  the 
rate  of  $20.00  per  month. 

(2)  All  class  B  units  and  corollary 
units  not  fully  organized — not  to  exceed 
$120.00  annually  and  to  accrue  at  the 
rate  of  $10.00  per  month. 

(3)  All  class  C  units — not  to  exceed 
$60.00  annually  and  to  accrue  at  the 
rate  of  $5.00  per  month. 

(b)  Administrative  function  pay  will 
accrue  on  a  day-to-day  basis  and  is  pay¬ 
able  only  for  periods  during  which  the 
payee  is  in  an  inactive  duty  training 
pay  status. 

§  861.67  Inactive  duty  training  with¬ 
out  pay.  When  authorized  by  com¬ 
petent  authority,  personnel  assigned  to 
the  Organized  Air  Re.serve  may  partici¬ 
pate  in  inactive  duti^training  without 
pay.  When  such  training  is  performed, 
and  funds  are  appropriated  for  this 
purpose,  personnel  will  be  entitled  to 
transportation  to  and  from  such  duty, 
with  subsistence  en  route,  and  during  the 
performance  of  such  duty,  will  be  fur¬ 
nished  subsistence  and  quarters  in  kind 
or  commutation  thereof.  Authorization 
forthis  training  will  be  limited  by  allot¬ 
ments  of  funds  from  Headquarters, 
United  States  Air  Force,  for  this  specific 
purpose. 

§  861.68  Volunteer  training  without 
remuneration.  Nothing  in  this  part  will 
be  interpreted  to  limit  the  amount  of 
individual  or  unit  training  that  may  be 
authorized  or  voluntarily  conducted 
without  pay  or  reimbursement  of  any 
kind. 

[seal]  L.  L.  Judge, 

Colonel,  U.  S.  Air  Force, 

Air  Adjutant  General. 

[P.  R.  Doc.  49-2573;  Piled,  Apr.  6,  1949; 

8:46  a.  m.) 
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DEPARTMENT  OF  THE  INTERIOR 

Bureau  of  Indian  Affairs 

[  25  CFR,  Part  130  ] 

San  Carlos  Indian  Irrigation  Project, 
Arizona 

ORDER  fixing  OPERATION  AND  MAINTENANCE 
CHARGES 

April  1,  1949. 

Pursuant  to  section  4  (a)  of  the  Ad¬ 
ministrative  Procedure  Act  approved 
June  11,  1946  (60  Stat.  238),  and  by  vir¬ 
tue  of  the  authority  delegated  by  the  Sec¬ 
retary  of  the  Interior  to  the  Commission¬ 
er  of  Indian  Affairs  September  14,  1946 
(11  F.  R.  10297),  under  the  act  of  Au¬ 
gust  8,  1946  (60  Stat.  939),  notice  is 
hereby  given  of  intention  to  amend 
§  130.111;  the  second  paragraph  of 
§  130.69e,  and  §  130.€9f  to  read  as  fol¬ 
lows: 

§  130.111  Excess  water  charge.  For 
water  delivered  in  exce.ss  of  two  (2)  acre- 


feet  per  acre  there  shall  be  charged  50 
cents  per  acre-foot  per  acre  for  the  first 
acre-foot  of  excess  water  or  fraction 
thereof  delivered,  and  $1.50  per  acre- 
foot  or  fraction  thereof  per  acre  for 
water  delivered  in  excess  of  three  (3) 
acre-feet  per  acre;  provided  there  shall 
be  no  charge  for  free  water  delivered  in 
accordance  with  existing  regulations  and 
no  discrimination  in  the  delivery  of  free 
water  to  Indian  and  non-Indian  lands. 

§  130.69e  Delivery  of  water  and 
operation  and  maintenance  charges  for 
district  lands  and  works.  *  *  * 

•The  District,  in  accordance  with  the 
Repayment  Contract,  shall  deliver  two 
(2)  acre  feet  of  water  or  such  part  there¬ 
of  as  may  be  legally  and  physically 
available,  to  each  irrigated  acre  in  the 
District  on  payment  of  its  said  basic 
charge  and  any  other  charges  due  the 
District  or  the  United  States  under  the 
provisions  of  the  Landowners’  Agree¬ 
ment  and  the  Repayment  Contract: 
Provided,  That  all  sums  due  the  United 
States  provided  for  herein  shall  have 


been  paid  by  the  District  in  accordance 
with  the  provisions  of  this  order  and  the 
terms  of  the  Repayment  Contract;  all 
additional  water,  except  free  water,  as 
provided  for  in  the  Repayment  Contract 
shall  be  paid  for  by  the  landowners  and 
collected  by  the  District,  at  the  rate  of 
fifty  cents  (5(K‘)  per  acre  foot  for  the 
third  acre  foot  per  acre  and  at  the 
rate  of  one  dollar  fifty  cents  ($1.50)  per 
acre  foot  for  all  additional  water  deliv¬ 
ered,  but  the  Secretary  retains  the  right 
to  change  at  any  time  the  charge  for  ex¬ 
cess  water. 

§  130.69f  Delivery  of  water  and  op¬ 
eration  and  maintenance  charges  for  and 
on  account  of  the  Indian  lands  and 
works.  As  hereinbefore  provided,  the 
United  States  will  make  available  for 
operating  and  maintaining  the  Joint 
Works  the  aforesaid  share  thereof  due 
on  account  of  the  50,000  acres  of  Indian 
lands  in  said  Project.  In  addition  there¬ 
to  the  United  States  or  the  Indians  shall 
provide  an  amount  of  money  which  will 
be  sufficient  to  meet  the  per  acre  cost  of 
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maintaining  and  operating  the  Indian 
Works,  which  said  per  acre  cost  shall  be 
termed  the  basic  charge  for  Indian  lands 
and  shall  be  paid  or  provided  for  at  the 
time  and  in  the  manner  provided  from 
time  to  time  by  the  Secretary  of  the 
Interior  in  accordance  with  law  and  the 
Repayment  Contract.  It  is  further  pro¬ 
vided  that  when  the  basic  charge  for 
Indian  lands  plus  the  Indians’  per  acre 
share  of  the  cost  of  Joint  Works  has  been 
determined  and  the  payment  thereof 
made  by  the  Indians  in  advance  or  pro¬ 
vided  for  by  the  United  States  then  there 
shall  be  delivered  to  each  irrigated  acre 
of  Indian  land  two  acre  feet  of  water  or 
such  part  thereof  as  may  be  legally  and 
physically  available  annually;  and  all 
additional  water,  except  free  water  as 
provided  for  in  the  Repayment  Contract, 
delivered  to  Indian  lands  shall  be  upon 
such  temas  as  may  be  prescribed  by  the 
Secretary  from  time  to  time  as  provided 
for  in  Article  11  of  the  Repayment  Con¬ 
tract,  but  until  further  order  in  that  re¬ 
gard  it  shall  be  paid  for  in  advance  by 
the  Indians  or  provided  for  by  the  United 
States  in  advance  of  delivery  at  the  rate 
of  fifty  cents  (SOd*)  per  acre  foot  for  the 
third  acre  foot  per  acre  and  at  the  rate 
of  one  dollar  fifty  cents  ($1.50)  per  acre 
foot  for  all  additional  water  delivered. 

Interested  persons  are  hereby  given  op¬ 
portunity  to  participate  in  preparing  the 
proposed  amendment  by  submitting  their 
views  and  data  or  arguments  in  writing  to 
the  Commissioner  of  Indian  Affairs,  De¬ 
partment  of  the  Interior,  Washington  25, 
D.  C.,  within  30  days  from  the  date  of  the 
publication  of  this  notice  in  the  daily 
issue  of  the  Federal  Register. 

William  Zimmerman,  Jr., 
Acting  Commissioner. 

IF.  R.  Doc.  49-2563;  Filed,  Apr.  6,  1949; 

8.45  a.  m.] 


DEPARTMENT  OF  THE  TREASURY 
Bureau  of  Internal  Revenue 
[  26  CFR,  Part  186  ] 

Gauging  Manual 

NOTICE  OF  PROPOSED  RULE  MAKING 

A  notice  is  hereby  given,  pursuant  to 
the  Administrative  Procedure  Act,  ap¬ 


proved  June  11,  1946,  that  the  regula¬ 
tions  set  forth  in  tentative  form  below 
are  proposed  to  be  prescribed  by  the 
Commissioner  of  Internal  Revenue,  with 
the  approval  of  the  Secretary  of  the 
Treasury,  Prior  to  the  final  adoption  of 
such  regulations,  consideration  will  be 
given  to  any  data,  views,  or  arguments 
pertaining  thereto,  which  are  submitted 
in  writing,  in  duplicate,  to  the  Commis¬ 
sioner  of  Internal  Revenue,  Washington 
25,  D,  C.,  within  the  period  of  30  days 
from  the  date  of  this  notice  in  the 
Federal  Register.  The  proposed  regu¬ 
lations  are  to  be  l.'^sued  under  the  au¬ 
thority  of  sections  2808,  3036,  and  3176, 
Internal  Revenue  Code  (26  U.  S.  C., 
2808,  3036,  and  3176). 

[sE.\Ll  Geo.  J.  Schoeneman, 

Commissioner  of  Internal  Revenue. 

1.  Sections  186.15  and  186.60  (d)  (2) 
of  the  Gauging  Manual  (26  CFR.  Part 
186),  approved  November  21,  1938,  are 
amended  and  paragraph  (1)  is  added  to 
§  186.60  thereof,  as  hereinafter  provided. 

2.  These  amendments  are  designed 
to  establish  appropriate  limitations  for 
the  filling  of  packages  of  distilled  spirits 
in  order  to  assure  uniformity  and  pro¬ 
vide  for  essential  wantage;  to  limit  the 
percentage  of  corn  grain  used  in  the 
production  of  “Whisky,”  distilled  from 
bourbon  mash,  to  “51  percent  or  more 
but  less  than  80  percent.”  in  order  to 
assure  the  marking  of  whiskey  distilled 
from  80  percent  or  more  of  corn  grain 
as  “Corn  Whisky,”  consistent  with 
§  186.60  (d)  (3)  and  the  provisions  of 
Regulations  No.  5,  issued  under  the  Fed¬ 
eral  Alcohol  Administration  Act  (see 
sec.  34  (e)  of  Regulations  No.  5,  as 
amended  by  Treasury  Decision  5617); 
and  to  provide  for  the  marking  of  pack¬ 
ages  of  brandy  to  show  the  addition  of 
caramel  or  burnt  sugar  where  such  mate¬ 
rial  has  been  added  by  the  distiller  or 
warehouseman,  so  that  the  brandy^  will 
be  properly  classifiable  for  rectification 
purposes. 

§  186.15  Filling  of  packages.  Except 
as  otherwise  provided  herein,  all  pack¬ 
ages  of  distilled  spirits  will  be  filled  to 
capacity  or  to  an  extent  which  will  leave 
a  wantage  of  not  more  than  one-half  gal¬ 
lon.  Where,  upon  suspension  of  opera¬ 
tions  or  a  change  in  the  type  of  spirits 
being  produced,  there  are  insufficient 


spirits  to  fill  the  last  package,  the  pack¬ 
age  may  be  filled  as  a  remnant  package. 
Upon  application  and  proper  showing 
by  the  distiller,  the  district  supervisor 
may  authorize  a  wantage  exceeding  one- 
half  gallon  or  a  specified  content  per 
package  to  permit  subsequent  heating  of 
the  spirits  in  warehouse,  reduction  in 
proof  in  the  original  package  upon  tax- 
payment,  the  filling  of  pacliages  with  a 
uniform  quantity,  or  for  other  valid 
reason.  Where  the  wantage  exceeds  one- 
half  gallon,  notation  showing  the  want¬ 
age  allowed,  or  that  a  uniform  quantity 
was  placed  in  each  package,  or  that  the 
package  was  a  remnant,  as  the  case  may 
be,  will  be  made  by  the  storekeepdr- 
gauger  on  Form  1520  covering  the  entry 
gauge  of  the  packages.  (Secs.  2808  and 
3176,  I.  R.  C.) 

§  186.60  Kind  of  spirits  branded  on 
barrel.  •  •  • 

(d)  •  *  • 

(2)  Spirits  distilled  at  not  exceeding 
160  degrees  of  proof  from  a  fermented 
mash  of  not  less  than  51  percent  rye 
grain,  wheat  grain,  malted  barley  grain, 
malted  rye  grain,  or  51  percent  or  more 
but  less  than  80  percent  corn  grain, 
withdrawn  from  the  cistern  room  at  the 
distillery  at  not  more  than  110  degrees 
and  not  less  than  80  degrees  of  proof,  and 
packaged  in  reused  cooperage,  shall  be 
branded  “Whisky.”  Such  spirits  shall 
be  further  marked,  as  provided  by 
§  186.153,  with  the  words  “Distilled  from 
Rye  (or  Wheat,  Malt,  Rye  Malt,  or  Bour¬ 
bon)  Mash.”  as  the  case  may  be. 

•  «  *  «  * 

(1)  Where  burnt  sugar  or  caramel  is 
added  to  brandy  under  the  conditions 
prescribed  by  the  regulations  governing 
the  production  of  brandy  (26  CFR,  Part 

184) ,  or  under  the  conditions  prescribed 
by  the  regulations  governing  the  ware¬ 
housing  of  distilled  spirits  (26  CFR.  Part 

185) ,  the  letters  “B.  S.  A."  will  be  marked 
on  the  head  of  the  package  as  provided 
by  §  186.153.  (Secs.  2808,  3036,  3176, 
I.  R.  C.) 

3.  This  Treasury  decision  shall  be 
effective  on  the  31st  day  after  the  date  of 
its  publication  in  the  Federal  Register. 

(Secs.  2808.  3036,  3176,  Internal  Revenue 
Code  (26  U.  S.  C..  2808,  3036,  3176)) 

|F.  R.  Doc.  49-2593;  Filed,  Apr.  6.  1949; 

8:56  a.  m.] 
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DEPARTMENT  OF  THE  INTERIOR 

Bureau  of  Land  Marfbgement 

Alaska 

SHORE  SPACE  RESTORATION  NO.  414 

March  29.  1949. 

By  virtue  of  the  authority  contained 
in  the  act  of  June  5,  1920  (41  Stat.  1059, 
48  U.  S.  C.'  372),  and  in  accordance  with 
43  CFR,  §  4.275  (56)  (Departmental 
Order  No.  2325  of  May  24.  1947,  12  F.  R. 
8566),  and  Order  No,  319  of  July  19,  1948 
(43  CFR  £0.451,  13  F.  R.  4278),  it  is 
ordered  as  follows; 


Subject  to  valid  existing  rights  and 
the  provisions  of  existing  withdrawals, 
the  80-rod  shore  space  reserve  created 
under  the  act  of  May  14,  1898  (30  Stat. 
409),  as  amended  by  the  act  of  March  3, 
1903  (32  Stat.  1028.  48  U.  S.  C.  371),  is 
hereby  revoked  as  to  the  following  de¬ 
scribed  lands: 

A  tract  of  land  on  Knudson  Cove,  Identified 
as  Lot  807,  U.  S.  Survey  No.  2556,  containing 
3.29  acres  ( Homes! te  application  of  Jesse  S. 
Klffer,  Anchorage  011361). 

A  tract  of  land  on  Gastlneau  Channel, 
identified  as  Tract  “M.”’  U.  S.  Survey  No. 
2475,  containing  4.99  acres  (Homeslte  applica¬ 
tion  of  John  M.  Oreany,  Anchorage  011068). 


A  tract  of  land  on  Knudson  Cove,  Identified 
as  Lot  "N,"  Tract  “B,”  U.  S.  Survey  No.  2555, 
containing  4.30  acres  (Homeslte  application 
of  Lawrence  W.  Carson,  Anchorage  012212). 

A  tract  of  land  on  Tena)cee  Inlet  on  Chicha¬ 
gof  Island,  identified  as  Homeslte  No.  648,  Lot 
2,  U.  S.  Survey  2450,  containing  4.38  acres 
(Homeslte  application  of  Carl  Engstrom,  An¬ 
chorage  011970). 

A  tract  of  land  located  on  Tongass  Nar¬ 
rows,  identified  as  Lot  12,  U.  S.  Survey  No. 
2402,  containing  0.95  acres  (Homeslte  ap¬ 
plication  of  Anna  Ream,  Anchorage  010440). 

A  tract  of  land  located  on  Tee  Harbor,  an 
arm  of  Stevens  Passage,  identified  as  Lot  “A,” 
U.  S.  Survey  No.  2338,  containing  4.78  acres 
(Homeslte  application  of  Carls  Nils  Anderson, 
Anchoraee  011332). 
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A  tract  of  land  located  on  Clover  Pass, 
identified  as  Lot  “AB,”  S.  Survey  No.  2563, 
containing  0.57  acre  (Headquarters  Site  Ap¬ 
plication  of  John  F.  Todd,  Anchorage  012101). 

A  tract  of  land  on  Clover  Pass,  identified  as 
HomeSite  No.  372,  Lot  “A,”  U.  S.  Survey  No. 
2553,  containing  2.70  acres  (Homesite  ap¬ 
plication  of  Mary  L.  McCann,  Anchorage 
012512). 

A  tract  of  land  on  Tee  Harbor,  an  arm  of 
Stevens  Passage,  identified  as  Homesite  No. 
798.  Lot  "J.”  U.  S.  Survey  No.  2753,  containing 
0.97  acre  (Homesite  application  of  John  L. 
Donahue,  Anchorage  011058). 

A  tract  of  land  located  on  Clover  Pass,  Iden- 
tlfii^  as  Homesite  No.  578,  Lot  “E,  U.  S.  Sur¬ 
vey  No.  2553,  containing  1.97  acres  (Homesite 
application  of  Trella  A.  Bailey,  Anchorage 
012697). 

A  tract  of  land  located  on  Tongass  Narrows, 
identified  as  Homesite  Lot  57.  U.  S.  Survey  No. 
2402,  containing  0.28  acre  (Homesite  applica¬ 
tion  of  Clifford  E.  Emards,  Anchorage  012513). 

A  tract  of  land  located  on  Orca  Inlet,  iden¬ 
tified  as  U.  S.  Survey  No.  2652,  containing  4.64 
acres  (Homesite  application  of  John  Kozak, 
Anchorage  09930). 

A  tract  of  land  on  Gastineau  Channel,  iden¬ 
tified  as  Lot  "D.”  U.  S.  Survey  No.  2560,  con¬ 
taining  4.47  acres  (Homesite  application  of 
Alex  Daroff,  Anchorage  011283). 

A  tract  of  land  on  Upper  Trail  Lake,  iden¬ 
tified  as  Lot  5,  U.  S.  Survey  No.  2528,  contain¬ 
ing  4.79  acres  (Homesite  application  of  Lyle 
William  Saxton.  Anchorage  011268). 

A  tract  of  land  on  Port  Baglai,  identified  as 
Homesite  No.  591  of  East  Craig  Group,  U.  S. 
Survey  No.  2611,  containing  2.5  acres  (Home- 
site  application  of  Tennes  Aarstad,  Anchor¬ 
age  012679). 

A  tract  of  land  within  U.  S.  Survey  No.  1763, 
located  on  Jamestown  Bay.  containing  ap¬ 
proximately  five  acres,  described  as  follows: 
“Beginning  on  cor.  no.  1  on  the  northerly  end 
thirty  feet  from  center  of  Saw'mill  Creek 
Highway:  thence  running  500  feet  easterly  to 
corner  no.  2.  which  is  thirty  feet  from  high¬ 
way;  thence  running  500  feet  northerly  to 
cor.  no.  3;  thence  running  500  feet  northwest¬ 
erly  to  cor.  no.  4;  thence  running  southwest¬ 
erly  500  feet  to  place  of  beginning."  (Home- 
site  application  of  Nicholas  E.  Bolshanin,  An¬ 
chorage  011359). 

The  areas  described  aggregate  approxi¬ 
mately  46  acres. 

That,  subject  to  valid  existing  rights 
and  existing  withdrawals,  the  80-rod 
shore  space  reserve  which  may  now  or 
hereafter  be  created  between  claims  to 
land  within  U.  S.  Survey  No.  2528,  located 
on  Upper  Trail  Lake,  is  hereby  revoked. 

Lowell  M.  Puckett, 

Regional  Administrator. 

(F.  R.  Doc.  49-2574;  Filed,  Apr.  6,  1949; 

8:46  a.  m.] 


Nevada 

CLASSIFICATION  ORDER 

March  9, 1949. 

1.  Pursuant  to  the  authority  delegated 
to  me  by  the  Director,  Bureau  of  Land 
Management,  by  Order  No.  319  dated 
July  19.  1948  (43  CPR  50.451  (b)  (3),  13 
P.  R.  4278),  I  hereby  classify  under  the 
Small  Tract  Act  of  June  1,  1938  (52  Stat. 
609),  as  amended  July  14,  1945  (59  Stat, 
467,  43  U.  S.  C,  section  682a),  as  herein¬ 
after  indicated,  the  following  described 
land  in  the  Carson  City.  Nevada,  land 
district,  embracing  approximately  60 
acres, 


Nevada  Small  Tract  Classification  No.  22 

For  lease  for  business  sites  only:  ‘ 

Tracts  numbered  2,  3,  6,  7,  10,  11.  14,  15,  18. 

19.  22,  24,  27.  28,  31,  32,  35,  36,  39,  40,  43,  44,  In 
the  NW%SW»4  and  SWl^NW»4  of  Sec.  28, 
T.  21  S.,  R.  61  E.,  M.  D.  M. 

For  lease  for  homes! tes  only: 

Tracts  numbered  1,  4,  5,  8,  9,  12,  13,  16,  17, 

20,  21,  25.  26,  29.  30,  33,  34.  37.  38,  41.  42,  45,  in 
the  NW^SWV;  and  SW>4NW>4  of  Sec.  28, 
T.  21  S.,  R.  61  E..  M.  D.  M.  , 

This  land  is  situated  along  the  main 
highway  leading  from  Las  Vegas,  Nevada, 
to  Los  Angeles,  California,  and  is  within 
5  miles  of  the  center  of  the  town  of  Las 
Vegas. 

2.  As  to  applications  regularly  filed 
prior  to  8:30  a.  m.,  March  18,  1946,  and 
are  for  the  type  of  site  for  which  the 
land  is  classified,  this  order  shall  become 
effective  upon  the  date  it  is  signed. 

3.  As  to  the  land  not  covered  by  ap¬ 
plications  referred  to  in  paragraph  2, 
this  order  shall  not  become  effective  to 
permit  leasing  under  the  Small  Tract 
Act  until  10:00  a.  m..  May  11,  1949.  At 
that  time  such  land  shall,  subject  to 
valid  existing  rights,  become  subject  to 
application  as  follows: 

(a)  Ninety-day  preference  period  for 
qualified  veterans  of  World  War  II  from 
10:00  a.  m..  May  11, 1949,  to  close  of  busi¬ 
ness  on  August  9,  1949. 

(b)  Advance  period  for  veterans’  si¬ 
multaneous  filings  from  8:30  a.  m.,  March 
18,  1946,  to  the  close  of  business  on 
May  11.  1949. 

4.  Any  of  the  land  remaining  unap¬ 
propriated  shall'  become  subject  to  ap¬ 
plication  under  the  Small  Tract  Act  by 
the  public  generally,  commencing  at 
10:00  a.  m.,  August  10,  1949. 

(a)  Advance  period  for  simultaneous 
nonpreference  filings  from  8.30  a.  m., 
March  18,  1946,  to  the  close  of  business 
on  August  10.  1949. 

5.  Applications  filed  within  the  pe¬ 
riods  mentioned  in  paragraph  3  (b)  and 
4  (a)  will  be  treated  as  simultaneously 
filed. 

6.  AH'  of  the  land  will  be  leased  in 
tracts  of  approximately  0.63  acre,  each 
being  approximately  120  by  230  feet,  the 
longer  dimensions  to  extend  east  and 
west. 

7.  Preference  right  leases  referred  to 
In  paragraph  2  will  be  issued  for  the 
land  described  in  the  application,  pro¬ 
vided  the  tract  conforms  to  or  is  made 
to  conform  to  the  area  and  the  dimen¬ 
sions  specified  in  paragraph  6. 

8.  Leases  will  be  for  a  period  of  five 
years  at  an  annual  rental  for  homesites 
of  $5.00,  for  business  sites  $20.00,  pay¬ 
able  in  advance  for  the  entire  period. 

9.  Tracts  will  be  subject  to  rights-of- 
way  for  road  purposes  and  public  utili¬ 
ties  as  follows: 

33  feet  along  north  boundary  of  Tracta  1 
and  2, 

16 Vi  feet  along  south  boundary  of  Tracts 
21  and  22, 

16  >4  feet  along  north  boundary  of  Tracts 
24  and  25, 

33  feet  along  south  boundary  of  Tracts 
44  and  45. 

Such  rights-of-way  may  be  utilized  by 
the  Federal  (government,  or  the  State, 
County  or  municipality  in  which  the 
tract  is  situated,  or  by  any  agency  there¬ 
of.  The  rights-of-way  may,  in  the  dis¬ 


cretion  of  the  authorized  officer  of  the 
Bureau  of  Land  Management,  be  defi¬ 
nitely  located  prior  to  the  issuance  of 
the  patent.  If  not  so  located,  they  may 
be  subject  to  location  after  patent  is 
Issued. 

10.  All  inquiries  relating  to  these  lands 
should  be  addressed  to  the  Acting  Man¬ 
ager,  District  Land  Office,  Carson  City. 
Nevada. 

L.  T,  Hoffman, 

Regional  Administrator. 

[F.  R.  Doc.  49-2567;  Filed.  Apr.  6.  194:); 
8:45  a.  m.l 


Geologicol  Survey 

Mount  Diablo,  California 


POWER  SITE  classification  NO.  401 


Pursuant  to  authority  vested  in  me  by 
the  act  of  March  3,  1879  (20  Stat.  394; 
43  U.  S.  C.  31),  and  by  Departmental  Or¬ 
der  No. '2333  of  June  10.  1947  (43  CFR 
4.623;  12  F.  R.  4025),  the  following  de¬ 
scribed  land  is  hereby  classified  as  power 
sites  insofar  as  title  thereto  remains  in 
the  United  States  and  subject  to  valid 
existing  rights;  and  this  classification 
shall  have  full  force  and  effect  under  the 
provisions  of  section  24  of  the  act  of  June 
10, 1920,  as  amended  by  section  211  of  the 
act  of  August  26,  1935  (16  U.  S.  C.  818) : 

Mount  Diablo  Meridian,  California 


T.  10  N..  R.  7  E., 
Sec.  25,  lot  3; 
Sec.  35,  lot  1. 


The  area  described  aggregates  16.50 
acres. 


JULUN  D.  Sears, 
Acting  Director. 


March  30.  1949. 

IF.  R.  Doc.  49-25C6:  Ffied,  Apr.  6,  1949; 
8:45  a.  m.) 


DEPARTMENT  OF  AGRICULTURE 

Rural  Electrification  Administration 

I  Administrative  Order  1919] 

Loan  Announcement 

March  12,  1949. 

Pursuant  to  the  provisions  of  the  Rural 
Electrification  Act  of  1936,  as  amended, 
a  loan  contract  bearing  the  following 
designation  has  been  signed  on  behalf 
of  the  Government  acting  through  the 
Administrator  of  the  Rural  Electrifica¬ 
tion  Administration: 

Loan  designation:  Amount 

Iowa  41H  Hancock _ $190,  000 

[seal]  William  J.  Neal, 

•  Acting  Administrator. 

[F.  R.  Doc.  49-2578;  Filed,  Apr.  6,  1949; 
8:47  a.  m.] 


[Administrative  Order  1920] 

Loan  Announcement 

March  12,  1949. 

Pursuant  to  the  provisions  of  the  Rural 
Electrification  Act  of  1936,  as  amended, 
a  loan  contract  bearing  the  following 
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designation  has  been  signed  on  behalf 
of  the  Government  acting  through  the 
Administrator  of  the  Rural  Electrifica¬ 
tion  Administration: 

Loan  designation:  '  Amount 

South  Carolina  19R  Lanrens _ $280,000 

[SEAL]  William  J.  Neal. 

Acting  Administrator. 

(P.  R.  Doc.  49-2579;  Filed,  Apr.  6,  1949; 
8:48  a.  m.) 


[Administrative  Order  1921] 

Loan  Announcement 

March  12,  1949. 

Pursuant  to  the  provisions  of  the  Rural 
Electrification  Act  of  1936,  as  amended, 
a  loan  contract  bearing  the  following 
designation  has  been  signed  on  behalf 
of  the  Government  acting  through  the 
Administrator  of  the  Rural  Electrifica¬ 
tion  Administration : 


Loan  designation:  Amount 

Oklahoma  25R  Rogers _ $700, 000 


[seal]  William  J.  Neal, 

Acting  Administrator. 

[F.  R.  Doc.  49-2580;  Filed,  Apr.  6,  1949; 
8:48  a.  m.] 


[Administrative  Order  1922] 

Loan  Announcement 

March  12,  1949. 

Pursuant  to  the  provisions  of  the  Rural 
Electrification  Act  of  1936,  as  amended, 
a  loan  contract  bearing  the  following 
designation  has  been  signed  on  behalf 
of  the  Government  acting  through  the 
Administrator  of  the  Rural  Electrifica¬ 
tion  Administration: 


Loan  designation:  Amount 

Georgia  22T  Colquitt . .  $320,000 


[seal]  William  J.  Neal, 

Acting  Administrator. 

[P.  R.  Doc.  49-2581;  Filed,  Apr.  6.  1949; 
8:50  a.  m.] 


[Administrative  Order  1923] 
Allocation  or  Funds  for  Loans 
March  12,  1949. 

I  hereby  amend:  (a)  Administrative 
Order  No.  970,  dated  October  5,  1945,  by 
rescinding  the  allocation  of  $34,000 
therein  made  for  “Texas  129A  Cost.” 

fSEALl  William  J.  Neal, 

Acting  Administrator. 

[F.  R.  Doc.  49-2582;  Filed,  Apr.  6,  194^; 
8:51  a.  m.] 


(Administrative  Order  1924] 
Allocation  of  Funds  for  Loans 


assumed  In  part  the  Indebtedness  to 
United  States  of  America  of  Broad  River 
Electric  Cooperative,  Inc.,  arising  out  of 
loans  made  by  United  States  of  America 
pursuant  to  the  Rural  Electrification  Act 
of  1936,  as  amended,  I  hereby  amend: 

(a)  Administrative  Order  No,  257, 
dated  June  2,  1938,  as  amended  by  Ad¬ 
ministrative  Order  No.  457,  dated  May 
10,  1940,  and  Administrative  Order  No. 
659,  dated  January  23,  1942,  by  further 
changing  the  project  designation  ap¬ 
pearing  therein  as  “South  Carolina  33 
Cherokee  (South  Carolina  9009D1  State 
Authority)  ”  in  the  amount  of  $114,793.26 
to  read  “South  Carolina  33  Cherokee 
(South  Carolina  9009D1  State  Authori¬ 
ty)’’  in  the  amount  of  $7,161.95  and 
"South  Carolina  41  York  (^uth  Caro¬ 
lina  33  Cherokee  [South  Carolina 
9009D1  State  Authorityl)”  in  the 
amount  $107,631.31. 

[sEALl  William  J.  Neal, 

Acting  Administrator. 

[P,  R.  Doc.  49-2583;  Piled,  Apr.  6,  1949; 

8:51  a.  m.] 


[Administrative  Order  1925] 

Loan  Announcement 

March  17,  1949. 

Pursuant  to  the  provisions  of  the  Rural 
Electrification  Act  of  1936,  as  amended, 
a  loan  contract  bearing  the  following 
designation  has  been  signed  on  behalf  of 
the  Government  acting  through  the  Ad¬ 
ministrator  of  the  Rural  Electrification 
Administration  ? 


Loan  designation:  Amount 

Wisconsin  41K  Vernon _ $537,000 


[SEAL]  Claude  R.  Wickard, 

Administrator. 

[P.  R.  Doc.  49-2584;  Filed.  Apr.  6.  1949; 
8:51  a.  m.] 


[Administrative  Order  .1926] 

Loan  Announcement 

March  17,  1949. 

Pursuant  to  the  provisions  of  the  Rural 
Electrification  Act  of  1936,  as  amended,  a 
loan  contract  bearing  the  following  des¬ 
ignation  has  been  signed  on  behalf  of 
the  Government  acting  through  the  Ad¬ 
ministrator  of  the  Rural  Electrification 
Administration: 


Loan  designation:  Amount 

South  Dakota  15H  Butte _ $130, 000 


[seal]  Claude  R.  Wickard, 

Administrator. 

[F.  R.  Doc.  49-2585;  Filed,  Apr.  6,  1949; 
8:61  a.  m.] 


[Administrative  Order  1927] 
Loan  Announcement 


ministrator  of  the  Rural  Electrification 
Administration: 


Loan  designation:  Amount 

Oregon  21K,  L  Coos _ $1,000,003 


[seal]  Claude  R.  Wickard, 

Administrator.  • 

[P.  R.  Doc.  49-2586;  Filed,  Apr.  6.  1949; 
8:51  a.  m.] 


[Administrative  Order  1928] 

Loan  Announcement 

•  March  18,  1949. 

Pursuant  to  the  provisions  of  the  Rural 
Electrification  Act  of  1936,  as  amended,  a 
loan  contract  bearing  the  following  des¬ 
ignation  has  been  signed  on  behalf  of 
the  Government  acting  through  the  Ad¬ 
ministrator  of  the  Rural  Electrification 
Administration : 


Loan  designation :  Amount 

Texas  72K  Lamar _ $245,000 


[seal]  Claude  R.  Wickard, 

Administrator. 

[P.  R.  Doc.  49-2.587;  Filed,  Apr.  6,  1949; 
8:52  a.  m.] 


[Administrative  Order  1929] 

Loan  Announcement 

March  18,  1949. 

Pursuant  to  the  provisions  of  the  Rural 
Electrification  Act  of  1936,  as  amended,  a 
loan  contract  bearing  the  following  des¬ 
ignation  has  been  signed  on  behalf  of 
the  Government  acting  through  the  Ad¬ 
ministrator  of  the  Rural  Electrification 
Administration: 


Loan  designation :  Amount 

Wisconsin  55R,  S  Adams _ $546,  000 


[seal]  Claude  R.  Wickard, 

Administrator. 

[F.  R.  Doc.  49-2588;  Piled,  Apr.  6,  1949; 
8:52  a.  m.] 


[Administrative  Order  1930] 

Loan  Announcement 

March  21,  1949. 

Pursuant  to  the  provisions  of  the  Rural 
Electrification  Act  of  1936,  as  amended, 
a  loan  contract  bearing  the  following 
designation  has  been  signed  on  behalf  of 
the  Government  acting  through  the  Ad¬ 
ministrator  of  the  Rural  Electrification 
Administration : 


Loan  designation :  Amount 

Kansas  SOD  Labette _ $345,000 


[seal]  Claude  R.  Wickard, 

Administrator. 

(P.  R.  Doc.  49-2589;  Piled.  Apr.  6,  1949; 
8:52  a.  m.] 


[Administrative  Order  1931] 

Loan  Announcement 

March  21,  1949. 

Pursuant  to  the  provisions  of  the  Rural 
Electrification  Act  of  1936,  as  amended. 


March  12,  1949. 

Inasmuch  as  Broad  River  Electric  Co¬ 
operative,  Inc.,  has  transferred  certain  of 
its  properties  and  assets  to  York  County 
Electric  Cooperative,  Inc.,  and  York 
County  Electric  Cooperative,  Inc.,  has 


March  18,  1949. 

^  Pursuant  to  the  provisions  of  the  Rural 
Electrification  Act  of  1936,  as  amended,  a 
loan  contract  bearing  the  following  des¬ 
ignation  has  been  signed  on  behalf  of 
the  Government  acting  through  the  Ad¬ 
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a  loan  contract  bearing  the  following 
designation  has  been  signed  on  behalf  of 
the  Government  acting  through  the  Ad¬ 
ministrator  of  the  Rural  Electrification 
Administration: 


Loan  designation:  Amount 

Illlnoi8,40R  Macoupin . $310,000 


[seal]  Claude  R.  Wickard, 

Administrator. 

|F.  R.  Doc.  49-2590;  Piled,  Apr.  6,  1949; 

8:52  a.  m.] 

DEPARTMENT  OF  COMMERCE 

Office  of  Industry  Cooperation 

Voluntary  Steel  Allocation  Plan 
FOR  EGA  Countries 

The  Secretary  of  Commerce,  pursuant 
to  the  authority  vested  in  him  by  Public 
Law  395.  80th  Congress,  as  amended, 
and  Executive  Order  9919,  after  con¬ 
sultation  with  representatives  of  the 
steel  producing  industry  and  with  in¬ 
terested  government  agencies,  and  after 
expression  of  the  views  of  industry,  labor 
and  the  public  generally  at  an  open 
public  hearing  held  on  March  11,  1949, 
has  determined  that  the  following 
plan  of  voluntary  action  is  practicable 
and  is  appropriate  to  the  successful 
carrying  out  of  the  policies  set  forth  in 
Public  Law  395,  as  amended: 

1.  Purpose  of  plan.  This  plan  sets  up 
the  procedure  under  which  steel  pro¬ 
ducers  participating  herein  agree  vol¬ 
untarily  to  make  steel  products  avail¬ 
able  for  essential  requirements  of  cer¬ 
tain  countries  participating  in  the 
Economic  Cooperation  Administration 
program. 

2.  Definitions.  For  the  purpose  of 
this  plan.  “ECA  country”  means  any 
foreign  country  which  is  participating 
in  the  Economic  Cooperation  Adminis¬ 
tration  program  and  for  which  steel 
products  are  allocated  under  this  plan; 
‘‘participating  producer"  means  any 
steel  producer  participating  in  this  plan 
and  includes  its  producing  and  export¬ 
ing  subsidiaries  and  affiliates. 

3.  Agreement  by  steel  producers. 
During  the  period  this  plan  remains  in 
effect,  participating  producers  will,  out 
of  their  oaati  production  or  that  of  their 
producing  affiliates  or  subsidiaries,  make 
available,  for  purchase  by  or  on  behalf 
of  ECA  countries,  an  aggregate  total  of 
approximately  161,870  net  tons  of  steel 
products,  distributed  by  monthly  ton¬ 
nages  and  types  of  products  approxi¬ 
mately  as  set  out  in  Schedule  A  hereto. 

4.  Determination  of  quantities  to  be 
furnished  by  respective  producers.  Un¬ 
less  otherwise  specified  in  its  acceptance 
of  this  plan,  the  quantities  to  be  made 
available  by  each  participating  producer, 
as  its  commitment  under  this  plan,  will 
be  such  as  the  Secretary  of  Commerce, 
after  consulting  the  Steel  Task  Com¬ 
mittee  of  the  Office  of  Industry  Coopera¬ 
tion  of  the  Department  of  Commerce, 
determines  to  be  fair  and  equitable. 
Each  producer  will  from  time  to  time, 
however,  upon  request  of  the  Secretary 
of  Commerce,  give  consideration  to  mak¬ 
ing  additional  quantities  available.  Pro¬ 
ducers  will  take  credit  against  their 
commitments  under  this  plan  only  for 
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deliveries  on  ‘‘certified  orders”  author¬ 
ized  in  accordance  with  paragraph  10  * 
below. 

5.  Contractual  arrangements.  Such 
steel  products  will  be  made  available 
under  such  contractual  arrangements  as 
may  be  made  by  the  respective  partici¬ 
pating  producers,  or  their  producing  or 
exporting  subsidiaries  and  affiliates, 
with  the  purchasers.  No  request  or  au¬ 
thorization  under  this  voluntary  alloca¬ 
tion  plan  will  be  made  by  the  Office  of 
Indu-stry  Cooperation  relating  to  the  al¬ 
location  of  orders  or  customers,  the  de¬ 
livery  of  products,  the  allocation  of  busi¬ 
ness  among  customers,  or  any  limitation 
or  restriction  on  the  production  or 
marketing  of  any  products.  This  plan 
does  not  authorize  or  approve  any  fixing 
of  prices,  and  participation  in  this  plan 
does  not  affect  the  prices  or  terms  and 
conditions  on  which  any  product  is 
actually  sold  and  delivered. 

Note:  This  paragraph  does  not  relate  in 
any  way  to  export  control  actions  which  the 
OfiBce  of  International  Trade  may  take  in 
connection  with  its  administration  of  the 
export  control  program. 

6.  Limitations  as  to  types,  sizes  and 
Quantities.  A  participating  producer 
need  make  available  under  this  plan 
only  those  products  which  are  within  the 
type  and  size  limitations  of  the  mill  or 
mills  which  it  may  select  for  the  fulfill¬ 
ment  of  its  commitment  under  this  plan. 
The  quantities  which  it  may  have  under¬ 
taken  to  make  available  in  any  month 
may  be  reduced,  or  at  its  option  their 
delivery  may  be  postponed,  in  direct  pro¬ 
portion  to  any  production  losses  during 
the  month  due  to  causes  beyond  its 
control. 

7.  Reports  from  participating  pro¬ 
ducers.  Each  participating  producer 
will,  if  requested  by  the  Office  of  In¬ 
dustry  Cooperation  of  the  Department  of 
Commerce  (.subject  to  approval  of  the 
Bureau  of  the  Budget  under  the  Federal 
Reports  Act  of  1942),  submit  to  that  of¬ 
fice  periodic  reports  of  the  total  quan¬ 
tities,  by  types,  or  products  shipped,  or 
covered  by  orders  accepted  for  shipment, 
under  this  plan. 

8.  Determination  of  allocations  for  in¬ 
dividual  ECA  countries.  The  Secretary 
of  Commerce,  upon  the  recommendation 
of  the  Administrator  for  Economic  Co¬ 
operation  in  the  light  of  the  require¬ 
ments  and  purposes  stated  by  the  respec¬ 
tive  ECA  countries,  will  determine  the 
quantities  and  types  of  steel  products  to 
be  made  available  monthly  under  the 
plan  for  each  ECA  country  and  will  notify 
the  ECA  country,  through  its  Washing¬ 
ton  representative,  of  the  quantities  and 
end-use  purposes  of  each  allocation  made 
for  it  hereunder. 

9.  Reports  from  ECA  countries.  Upon 
request  of  the  Secretary  of  Commerce  to 
their  Washington .  representatives,  ECA 
countries  will  be  expected  to  supply  such 
further  information  as  may  be  found 
necessary  with  respect  to  their  operations 
under  this  plan  and  the  use  made  of  steel 
products  obtained  hereunder. 

If  steel  products  obtained  under  this 
plan  are  used  for  purposes  which  do  not 
substantially  conform  with  the  pur¬ 
poses  for  which  they  were  made  avail¬ 
able,  the  Secretary  of  Commerce,  after 


consultation  with  the  Administrator  for 
Economic  Cooperation,  may  terminate 
the  special  procurement  assistance  here¬ 
under  for  the  ECA  country  concerned. 

10.  Procedure  for  placing  purchase 
orders  under  this  plan — (a)  "Certified 
orders".  Each  purchase  order  placed 
under  this  plan  must  be  identified  by  a 
specific  written  authorization  is.<>ued  by 
the  Department  of  Commerce.  For  the 
purpo.se  of  this  plan,  a  purchase  order  so 
identified  is  a  ‘‘certified  order.”  Appli¬ 
cations  for  such  authorization  may  bo 
made  in  accordance  with  supplementary 
instructions  to  be  issuejd  b^the  Depart¬ 
ment  of  Commerce. 

(b)  "Lead-time".  Except  when  other¬ 
wise  authorized  by  the  Office  of  Industry 
Cooperation,  purchase  orders  under  this 
plan  shall  be  placed  with  participating 
producers  not  less  than  60  days  before 
the  first  of  the  month  in  which  delivery 
is  required.  This  requirement  is  waived 
for  orders  for  May  and  June  deliveries  in 
cases  where  arrangements  for  such  de¬ 
liveries  can  be  negotiated. 

(c)  Export  control.  Exports  of  steel 
products  obtained  under  this  plan  must 
comply  w'ith  applicable  export  control 
regulations  of  the  Office  of  International 
Trade. 

11.  Procedure  for,  and  effect  of,  be¬ 
coming  a  participating  producer.  After 
approval  of  this  plan  by  the  Attorney 
General  and  by  the  Secretary  of  Com¬ 
merce,  and  after  requests  for  compliance 
with  the  plan  have  been  made  of  steel 
producers  by  the  Secretary  of  Commerce, 
any  such  producer  may  become  a  partic¬ 
ipant  in  this  plan  by  advising  the  Sec¬ 
retary  of  Commerce,  in  writing,  of  its 
acceptance  of  such  request.  Such  a  re¬ 
quest  for  compliance  will  be  effective  for 
the  purpose  of  granting  certain  immunity 
from  the  anti-trust  laws  and  the  Federal 
Trade  Commission  Act,  as  provided  in 
section  2  (c)  of  Public  Law  395,  as 
amended,  only  w’ith  respect  to  such  pro¬ 
ducers  as  notify  the  Secretary  of  Com¬ 
merce  in  writing  that  they  will  comply 
with  such  requests. 

12.  Effective  date  and  duration.  This 
plan  shall  become  effective  upon  the  date 
of  its  final  approval  by  the  Secretary  of 
Commerce.  It  shall  cease  to  be  effec¬ 
tive  at  the  close  of  business  on  September 
30,  1949,  or  on  such  earlier  date  as  may 
be  determined  by  the  Secretary  of  Com¬ 
merce,  upon  not  less  than  60  days  notice 
by  letter,  telegram,  or  publication  in  the 
Federal  Register. 

13.  Withdrawal  from  plan.  Any  par¬ 
ticipating  producer  may  withdraw  from 
this  plan  by  giving  not  less  than  60  days 
notice  in  writing  to  the  Secretary  of 
Commerce. 

'  14.  Clarifying  interpretations.  Any 
Interpretation  Issued  by  the  Secretary  of 
Commerce  (after  consultation  with  the 
Attorney  General),  In  writing,  to  clarify 
the  meaning  of  any  terms  or  provisions  in 
this  plan  shall  be  binding  upon  all  partic¬ 
ipants  notified  of  such  interpretation. 

Approved:  March  24,  1949. 

Charles  Sawyer, 
Secretary  of  Commerce. 

Approved:  March  23. 1949. 

Peyton  Ford, 
Acting  Attorney  General. 
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ScniDULi  A— Stiel  Products 


The  steel  nroducts  to  be  made  available  under  the  Voluntary  Plan  will  be  distributed  by  months  and  products 
approximately  as  follows: 


Type 

May 

June 

July 

August 

September 

Total 

riates . 

Sheets  (Oalv.) . 

Sheets  (11  A  CR) . 

Sheets  (Kloctric) . 

Strip  (HR) . 

Strip  (CR) . 

Total . 

— - - - 

22,288 
495 
^228 
3,  m 
1,390 
1,043 

22,238 

495 

3,238 

1,415 

1,043 

20,083 

495 

5,228 

3,263 

1,415 

1,043 

20,083 

495 

5,228 

3,263 

1,;)90 

1,043 

✓ 

20,083 

495 

5,228 

3,2;i8 

1,390 

1,043 

104,775 
2,475 
.20,140 
16.  265 
7,000 
5,215 

33,707 

33,657 

31,527 

31,  502 

31,477 

161,870 

This  soheilule  Ls  subject  to  revision  from  time  to  time  by  the  Secretary  of  Commerce,  after  consultation  with  the 
Administrator  of  Economic  Cooiwration  and  the  Steel  Products  Advisory  Committee  or  the  8tt*el  Pro<lucts  Task 
('onimitteo. 
l>ated:  March  24, 1019. 

Charles  Sawyer,  i^crrlary  of  Commerce. 


Voluntary  Steel  Allocation  Plan  for 
ECA  Countries 

supplementary  instructions 

1.  Purpose.  These  supplementary  In¬ 
structions  explain  the  procedure  under 
which  authorizations  for  “certified  or¬ 
ders”  will  be  issued  under  subparagraph 
10  (a)  of  the  Voluntary  Steel  Allocation 
Plan  for  ECA  Countries. 

2.  Definitions.  As  used  in  these  in¬ 
structions,  “OIC”  jneans  the  Office  of 
Industry  Cooperation  of  the  Department 
of  Commerce;  “OIT”  means  the  Office  of 
International  Trade  of  the  Department 
of  Commerce;  “ECA”  means  the  Eco¬ 
nomic  Cooperation  Administration;  “ex¬ 
porter”  means  a  person  who  has  been 
issued,  or  who  applies  for,  a  license  to 
export  steel  products  available  under  the 
voluntary  plan;  “authorization”  means 
an  authorization  issued  hereunder  to 
Identify  a  particular  purchase  order  for 
steel  products  as  a  “certified  order”  un¬ 
der  the  voluntary  plan  and,  as  such,  en¬ 
titled  to  the  benefits  of  the  plan.  (Since 
the  plan  is  a  voluntary  arrangement, 
“certified  orders”  do  not  have  the  same 
mandatory  effect  as,  for  example,  “CXS”- 
certified  orders  in  the  tinplate  export 
program.) 

3.  Issuance  of  authorizations.  Au¬ 
thorizations  will  be  Issued  by  OIC,  after 
consultation  with  ECA.  OIT,  and  the 
Washington  representatives  of  the  ECA 
countries  Involved.  Their  issuance  will 
be  coordinated  with  the  issuance  of  re¬ 
lated  export  licenses  by  OIT. 

4.  Basis  upon  which  authorization  will 
be  issued.  Under  the  plan,  certain 
monthly  tonnages  of  steel  products  for 
certain  end-uses  will  be  allocated  for 
various  ECA  countries  by  the  Secretary 
of  Commerce.  Authorizations  for  “cer¬ 
tified  orders”  will  be  Issued  against  the 
individual  country  allocations  and  within 
the  tonnage  and  end-use  limitations  of 
those  allocations.  Authorizations  will 
be  issued  only  in  connection  with  orders 
which  originate  from  foreign  importers 
in  ECA  countries  and  which  the  ECA 
countries  concerned,  acting  through  their 
Washington  representatives,  are  willing 
to  consider  as  chargeable  segainst  their 
country  allocations  under  the  plan.  The 
plan  contemplates  that  orders  so  orig¬ 
inating  will  be  placed  through  estab¬ 
lished  channels  of  trade,  whether 
through  domestic  merchant  exporters, 
through  domestic  representatives  of  the 
foreign  Importers,  or  with  the  participat¬ 
ing  steel  producers  (directly  or  through 
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their  export  offices,  whichever  is  cus¬ 
tomary). 

5.  Procedure  for  issuing  an  authoriza¬ 
tion.  Ordinarily,  authorizations  will  be 
issued  on  the  basis  of  requests  to  be  filed 
in  accordance  with  paragraph  7  below. 
However,  a  different  procedure  will  be 
used  for  May  and  June  deliveries,  as  ex¬ 
plained  in  paragraph  6  below. 

6.  Special  authorization  procedure  for 
May  and  June  deliveries.  In  order  to 
meet  the  lead-time  needs  of  participating 
steel  producers,  purchase  orders  should 
be  placed  with  the  producers  at  least 
60  days  before  the  first  of  thff  month  in 
which  delivery  is  desired.  In  view  of 
the  date  on  which  the  voluntary  plan 
becomes  effective.  It  will  generally  not 
be  possible  to  place  new  orders  under  the 
plan  for  May  delivery  and  the  same  will 
be  true  for  at  least  most  of  the  June 
tonnages.  ^Therefore,  in  order  to  assure 
deliveries  during  May  and  June  under 
the  plan,  authorizations  for  those  months 
must  be  related  to  purchase  orders 
already  on  the  participating  steel  pro¬ 
ducer’s  books  for  May  and  June  deliv¬ 
eries.  Accordingly,  OIC,  after  consul¬ 
tation  as  provided  for  in  paragraph  3 
above,  will  ascertain,  in  the  case  of  each 
producer,  which  of  those  orders  may  be 
treated  as  “certified  orders”  for  those 
months  under  the  plan.  This  will  be 
based  on  a  determination  as  to  which 
orders  for  each  ECA  country  are  within 
(a)  the  tonnage  and  end-use  limitations 
of  the  May  and  June  allocations  for  that 
country,  (b)  the  producer’s  total  com¬ 
mitment  for  those  months,  and  (c)  ex¬ 
port  authorizations  issued  by  OIT.  If 
the  total  of  the  orders  for  either  month 
exceeds  the  producer’s  commitment  un¬ 
der  the  plan  for  the  month,  or  if  the  or¬ 
ders  for  any  ECA  country  exceed  that 
country’s  allocation  for  the  month.  OIC, 
after  consultation  as  provided  for  in 
paragraph  3  above,  will  ascertain  which 
orders  are  of  greatest  urgency,  within 
the  limits  of  the  tonnages  available  for 
the  country  for  each  month. 

OIC  will  then  issue  authorizations  for 
the  orders  ascertained  to  be  within  the 
producer’s  commitments  and  the  indi¬ 
vidual  ECA  countries’  allocations  for 
May  and  June.  The  authorizations  will 
be  sent  directly  to  the  participating  steel 
producer,  with  notice  that  the  orders 
identified  by  the  authorizations  may  be 
treated  as  “certified  others”  under  the 
plan,  and  copies  of  the  authorizations 
will  be  sent  to  the  exporters  involved. 

If  an  exporter  Is  able  to  negotiate 
with  any  participating  steel  producer 
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for  the  acceptance  of  orders  for  May  or 
June  deliveries  under  the  plan,  in  addi¬ 
tion  to  those  already  booked  by  the  pro¬ 
ducer,  he  should  promptly  submit  a  re¬ 
quest  for  authorization  in  accordance 
with  the  procedure  under  paragraph  7 
below. 

7.  Regular  authorization  procedure. 
Authorizations  for  “certified  orders”  for 
delivery  after  June  will  be  issued  on  the 
basis  of  requests  from  exporters.  Re¬ 
quests  should  be  made  by  letter,  in 
duplicate,  to  OIT  (addressed  as  shown 
In  paragraph  8  (b)  below).  OIT  will  for¬ 
ward  the  request  to  OIC  for  considera¬ 
tion.  together  with  information  about  the 
status  of  the  export  license  application. 

Each  request  should  give  the  number 
of  the  EXUA  Procurement  Authorization 
involved,  if  any,  and  should  be  aacom- 
panied  by  a  properly  executed  export 
license  application  covering  the  proposed 
shipment,  unless  such  an  application  has 
already  been  submitted.  In  case  the  ex- 
port'  license  application  has  been  pre¬ 
viously  submitted,  it  should  be  identified 
in  the  request  letter  by  OIT  case  number. 
If  a  validated  license  has  already  been 
issued,  the  OIT  export  license  number 
should  also  be  shown. 

Further  instructions  regarding  the 
filing  of  requests  for  authorization  and 
their  coordination  with  applications  for 
export  licenses  will  be  issued  by  OIT  in 
Current  Export  Bulletins. 

If  an  exporter  obtaining  authorization 
is  not  a  participating  steel  producer 
(applying  upon  behalf  of  foreign  im¬ 
porters),  the  authorization  should  be 
forwarded  by  the  recipient  to  the  par¬ 
ticipating  steel  producer  In  order  to 
identify  the  order  as  being  a  “certified 
order”  under  the  plan. 

8.  Communications.  Communications 
other  than  those  covered  by  paragraph  7 
above  should  be  addressed  as  follows: 

(a)  Communications  regarding  the 
issuance  and  use  of  OIC  authorizations 
under  the  voluntary  plan  should  be 
addressed  to: 

Special  Projects  Staff 
Office  of  Industry  Cooperation 
Department  of  Commerce 
Washington  25,  D.  C. 

(b)  Communications  regarding  the 
issuance  of  export  licenses  should  be 
addressed  to: 

steel  Section  (Ref:  VP-ECA) 

Office  of  International  Trade 
Department  of  Commerce 
Washington  25,  D.  C. 

9.  Modifications  of  Procedure.  Where 
necessary  to  meet  special  situations. 
OIC  may  authorize  modifications  of 
above  procedures,  after  consultation 
with  OIT  and  ECA. 

Note:  The  reporting  requirements  above 
have  been  approved  by  the  Bureau  of  the 
Budget  pursuant  to  the  Federal  Reports 
Act  of  1942. 

Dated:  March  24,  1949,  ' 

Charle.s  Sawyer, 
Secretary  of  Commerce. 

Gentlemen:  Enclosed  Is  a  copy  of  the 
above  Voluntary  Plan  which  has  been  ap¬ 
proved  by  the  Attorney  General  and  myself 
pursuant  to  Public  Law  395,  80th  Congress 
(as  amended  by  Public  Law  6,  81st  Congress) , 
and  Executive  Order  9919. 
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Acting  pursuant  to  said  Law  and  Execu¬ 
tive  Order,  1  hereby  request  compliance  by 
you  with  the  Voluntary  Plan.  This  request 
will  not  be  effective  for  the  purpose  of 
granting  Immunity  from  the  antitrust  laws 
of  the  United  States  and  the  Federal  Trade 
Ck>mml8slon  Act.  as  provided  In  section  2  (c) 
of  Public  Law  395,  80th  Congress,  as  amended, 
unless  you  promptly  agree  in  writing  to  com¬ 
ply  herewith. 

Two  copies  of  a  suggested  form  for  your  use 
In  evidencing  acceptance  of  this  request  are 
enclosed.  One  copy  Is  to  be  returned  to  me 
and  the  other  retained  for  your  files. 

Sincerely  yours, 

Charles  Sawyer, 
Secretary  of  Commerce. 

My  Dear  Mr.  Ambassador  Minister;  At  the 
request  of  the  Administrator  for  Economic 
Cooperation,  I  have  negotiated  a  voluntary 
agreement  with  the  steel  Industry  to  aid 
procurement  of  steel  products  for  essential 
requirements  of  certain  countries  partici¬ 
pating  In  the  Economic  Cooperation  Admin¬ 
istration  program.  A  copy  of  the  agreement, 
captioned  "Voluntary  Steel  Allocation  Plan 
for  EC  A  Countries”,  and  a  copy  of  certain 
related  Supplementary  Instructions  are  at¬ 
tached. 

Under  the  Voluntary  Plan,  the  participat¬ 
ing  steel  producers  will  make  available,  dur¬ 
ing  the  period  May  through  September  1949, 
a  total  of  approximately  161,870  tons  of 
certain  steel  products  for  procurement  upon 


NOTICES 

behalf  of  the  respective  countries,  upon  the 
recommendations  of  the  Administrator  for 
Economic  Cooperation  in  the  light  of  the  re¬ 
quirements  and  purposes  stated  by  the  re¬ 
spective  countries,  I  have  allocated  the 
available  tonnages  among  the  individual 
countries.  A  listing  of  the  monthly  tonnages 
allocated  for  your  country,  and  the  end-use 
purjioses  for  which  they  have  been  allocated, 
is  attached.  The  allocations  are  subject  to 
revision  from  time  to  time,  if  found  nec¬ 
essary. 

As  explained  in  the  attached  Supplemen¬ 
tary  Instructions,  authorizations  for  plac¬ 
ing  “certified”  purchase  orders  against  the 
respective  country  allocations  will  be  issued 
by  the  Office  of  Industry  Cooperation,  De¬ 
partment  of  Commerce.  Issuance  of  such 
authorizations  will  be  coordinated  with  re¬ 
lated  export  licenses.  The  allocated  ton¬ 
nages  are  within,  but  not  necessarily  equal 
to,  the  total  export  quotas  for  the  steel  prod¬ 
ucts  involved. 

In  administering  the  Voluntary  Plan,  we 
will  work  closely  with  the  Economic  Coop¬ 
eration  Administration  and  with  the  Wash¬ 
ington  representatives  of  the  resp>ectlve 
countries  and  will  make  every  effort  to  as¬ 
sure  its  effective  OF>eratlon  in  assisting  the 
Economic  Coopieratlon  Administration  pro¬ 
gram. 

Sincerely  yours, 

Charles  Sawyer, 
Secretary  of  Commerce. 


VoLVNTART  STEEL  ALLOCATION  PLAN  EOR  JJCA  Coi'NTRIlS 
Allocation  for . 

TOXNACES 


Tyi»c 

May 

June 

July 

August 

SoptcnilH-r 

Total 

Shwts  (Oa’lv.j  .  .  ^ . 

. f"' 

Hhwts  (H  A  CK)  . 

. 

Strip  (HU) . 

Total . 

. 

Ktid-use  iMirpos«'s: 

Note;  The  above  request  for  compliance 
with  Department  of  Commerce  Voluntary 
Plan  for  Allocation  of  Steel  for  ECA  Coun¬ 
tries  W’as  sent  to  steel  producers  listed  on 
an  attachment  filed  with  the  original  docu¬ 
ment. 

(P.  R.  Doc.  49-2594;  Piled,  Apr.  6,  1949; 
8:54  a.  m.] 


Office  of  International  Trade 

[Case  No.  48 1 

Arthur  Harris,  Inc.,  et  al. 

ORDER  SUSrENDING  LICENSE  PRIVILEGES 

In  the  matter  of  Arthur  Harris,  Inc., 
Arthur  Harris,  Commando  Trading  Cor¬ 
poration,  11  Broadway,  New  York  4,  New 
York. 

This  proceeding  was  instituted  on  Jan¬ 
uary  19,  1949  by  the  transmission  of  a 
charging  letter  to  the  above-named  re¬ 
spondents,  wherein  the  OflBce  of  Inter¬ 
national  Trade  charged  respondents  with 
having  violated  section  6  of  the  act  of 
July  2,  1940  (54  Stat.  714),  as  amended, 
and  the  regulations  promulgated  there¬ 
under.  by  submitting  to  the  OfiBce  of  In¬ 
ternational  Trade,  on  seven  different  oc¬ 
casions  during  the  first  six  months  of 
1948,  in  support  of  applications  for  ex¬ 
port  licenses  for  the  shipment  of  various 
commodities  to  various  countries,  docu¬ 
ments  represented  by  respondents  to  be 


purchase  orders  received  by  respondents 
from  customers  in  foreign  countries  but 
which  were  forgeries  or  fabrications 
composed  by  or  on  behalf  of  respondents 
in  the  names  of  such  alleged  customers 
but  without  the  latter’s  knowledge  or 
authority;  by  making  an  exportation  of 
lard  on  or  about  September  12,  1948, 
under  the  purported  authority  of  an  ex¬ 
port  license  which  had  expired  and  pur¬ 
suant  to  a  false  representation  to  the 
Collector  of  Customs  that  such  export 
license  remained  in  full  force  and  effect; 
and  by  making  an  exportation  of  flour 
during  May  1948  at  a  price  in  excess  of 
the  price  at  which  such  exportation  w’as 
licensed  by  the  OflBce  of  International 
Trade. 

It  appears  that  respondents,  some  time 
before  receiving  the  above-mentioned 
charging  letter,  had  entered  into  nego¬ 
tiations  with  the  OflBce  of  International 
Trade,  through  their  respective  counsel, 
for  the  purpose  of  arriving  at  an  agree¬ 
ment  which  could  be  made  the  basis  of  a 
consent  order;  that  such  charging  letter 
was  transmitted  as  a  result  of  the  ap¬ 
parent  inability  of  counsel  to  arrive  at 
an  agreement;  and  that  such  negotiations 
continued  after  the  transmission  of  the 
charging  letter  with  the  result  that  the 
OflBce  of  International  Trade  withdrew 
the  charge  with  respect  to  shipment  of 
lard  after  alleged  expiration  of  the  li¬ 
cense  (it  having  been  discovered  that 


such  license  had  been  amended  by  ex¬ 
tending  its  expiration  date  beyond  the 
date  of  shipment)  and  with  the  further 
result  that  respondents,  with  the  advice 
of  counsel  and  through  such  counsel, 
submitted  to  the  OflBce  of  International 
Trade  a  statement  to  the  effect  that  they 
do  not  desire  to  contest  the  other  charges 
and  that  they  consent  to  the  entry  of  an 
order  revoking  all  outstanding  export  li¬ 
censes  held  by  them  and  denying  to 
them  the  right  to  obtain  or  use,  or  to 
participate  in  the  obtaining  or  using,  of 
validated  export  licenses  for  a  period  of 
nine  months  and  of  general  licenses  for 
a  period  of  two  months,  both  periods  to 
run  from  the  effective  date  of  the  order, 
which  it  was  agreed  should  be  April  1, 
1949.  It  W’as  further  agreed  that  the 
order  of  su.spension  should  extend  not 
only  to  the  named  respondents  but  also 
to  any  firm,  corporation  or  other  business 
organization  in  which  any  of  said  respon¬ 
dents  might  be  or  become  a  partner  or 
having  a  controlling  interest  or  a  po¬ 
sition  of  responsibility  and,  further,  that 
such  order  might  provide  that,  should 
any  of  the  respondents  or  any  of  the 
firms,  corporations,  or  other  bu.siness  or¬ 
ganizations  mentioned  above  violate  any 
of  the  export  control  regulations  during 
the  nine  months  of  suspension,  an  order 
might  be  entered  forthwith,  without  no¬ 
tice,  denjdng  respondents  and  any  such 
firms,  corporations  or  other  business  or¬ 
ganizations  all  license  privileges  for  such 
time  and  to  such  extent  as  licenses  for 
exports  are  required  by  law’. 

It  further  appears  that  the  statement 
submitted  by  respondents,  together  with 
the  investigation  reports  and  other  evi¬ 
dence  in  the  hands  of  the  OflBce  of  Inter¬ 
national  Trade,  has  been  reviewed  by 
the  Compliance  CommLssioner  of  the  Of¬ 
fice  of  International  Trade;  that  counsel 
for  respondents  and  for  the  Office  of  In¬ 
ternational  Trade  have  appeared  before 
the  Compliance  Commissioner  on  numer¬ 
ous  occasions  and  have  discussed  at  great 
length  with  him  the  facts  of  the  case, 
the  nature  and  volume  of  respondents’ 
business,  and  the  propriety  and  reason¬ 
ableness  of  various  possible  periods  of 
susiiension;  that  the  terms  of  the  pro¬ 
posed  consent  order  as  set  forth  in  the 
statement  of  March  4,  1949  have  been 
worked  out  as  a  result  of  such  confer¬ 
ences  and  have  been  reported  by  counsel 
to  respondents  personally  and  have  been 
thoroughly  reviewed  and  considered  by 
respondents  with  full  advice  of  counsel 
and  have  been  approved  as  evidenced  by 
the  signed  acceptance  thereof  by  re¬ 
spondent  Arthur  Harris  as  well  as  by 
counsel;  and  that  the  Compliance  Com¬ 
missioner  has  found  that  the  charges 
as  set  forth  in  the  charging  letter,  other 
than  the  charge  which  has  been  with- 
draw’n,  are  supported  by  substantial  evi¬ 
dence  and  that  the  terms  and  condi¬ 
tions  of  the  proposed  order  as  consented 
to  by  respondents  are  fair  and  reasonable 
and  that  such  order  should  be  Issued, 

The  findings  and  recommendations  of 
the  Compliance  Commissioner  have  been 
carefully  considered,  together  with  the 
investigation  reports  and  other  evidence 
in  the  hands  of  the  Office  of  International 
Trade,  and  it  appears  that  such  findings 
are  supported  by  the  record  and  that 
such  recommendations  are  reasonable 
and  should  be  adopted. 


Thursday,  April  7,  1949 
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Now,  therefore,  it  is  ordered  as  follows: 

(1)  All  unexpired  export  licenses  is¬ 
sued  to  respondents  or  any  of  them  are 
hereby  revoked  and  shall  be  returned  at 
once  to  the  OfiBce  of  International  Trade 
for  cancellation. 

(2)  Respondents  and  each  of  them  are 
hereby  denied  the  privilege  of  obtaining 
or  using,  or  participating  directly  or  in¬ 
directly  in  the  obtaining  or  using,  of 
validated  export  licenses  for  a  period  of 
nine  months,  and  of  general  licenses  for 
a  period  of  two  months,  both  of  such 
periods  of  suspension  to  run  from  April 
1,  1949. 

(3)  Such  denial  of  export  license  priv¬ 
ileges  shall  extend  not  only  to  respond¬ 
ents  but  also  to  any  firm,  corporation  or 
other  business  organization  in  which  any 
of  said  respondents  shall  be  or  become 
a  partner  or  have  a  controlling  interest 
or  a  position  of  responsibility.. 

(4)  In  the  event  that,  during  the  nine- 
month  period  of  suspension  herein  or¬ 
dered,  respondents  or  any  of  them  shall 
further  violate  any  export  control  regu¬ 
lation,  whether  relating  to  validated  or 
general  licenses,  an  order  shall  there¬ 
upon  be  entered  forthwith,  without 
notice,  denying  to  respondents  and  to 
any  firm,  corporation  or  other  business 
organization  such  as  mentioned  in  the 
preceding  paragraph,  all  export  license 
privileges  for  such  time  and  to  such  ex¬ 
tent  as  licenses  for  exports  are  required 
by  law. 

Dated:  April  1,  1949. 

Loring  K.  Macy, 

Acting  Director, 
Commodities  Division. 

(P.  R.  Doc.  49-2575;  Piled,  Apr.  6,  1949; 

8:47  a.  m  ] 


SECURITIES  AND  EXCHANGE 
COMMISSION 

(Pile  No.  70-2092) 

Texas  Electric  Service  Co. 

NOTICE  OF  FILING 

At  a  regular  session  of  the  Securities 
and  Exchange  Commission,  held  at  its 
oflBce  in  the  city  of  Washington,  D,  C.,  on 
the  1st  day  of  April  A.  D.  1949. 

Notice  is  hereby  given  that  Texas  Elec¬ 
tric  Service  Company  (“Texas  Electric”), 
a  direct  subsidiary  of  Texas  Utilities 
Company  (“Texas  Utilities”) ,  a  registered 
holding  company,  and  an  indirect  sub¬ 
sidiary  of  American  Power  &  Light  Com¬ 
pany  and  Electric  Bond  and  Share  Com¬ 
pany,  also  registered  holding  companies, 
has  filed  an  application-declaration  pur¬ 
suant  to  the  Public  Utility  Holding  Com¬ 
pany  Act  of  1935  and  has  designated  sec¬ 
tions  6  (a)  and  7  of  the  act  and  Rule  U-50 
of  the  rules  and  regulations  promulgated 
thereunder  as  applicable  to  the  proposed 
transactions  which  are  summarized  as 
follows: 

Texas  Electric  proposes  to  issue  and 
sell  pursuant  to  the  competitive  bidding 
requirements  of  Rule  U-50  $8,000,000 
principal  amount  of  its  First  Mortgage 

Bonds, _ %  Series,  due  1979.  Said  bonds 

are  to  be  issued  under  and  secured  by  the 
company’s  existing  Mortgage  and  Deed 
of  Trust  dated  as  of  March  1,  1945,  as 
supplemented  by  a  First  Supplemental 


Indenture  dated  as  of  October  1,  1947,  by 
a  Second  Supplemental  Indenture  dated 
as  of  April  1, 1948,  and  by  a  Third  Supple¬ 
mental  Indenture  to  be  dated  April  1, 
1949. 

The  application-declaration  states  that 
the  proceeds  from  the  sale  of  the  bonds, 
together  with  the  proceeds  to  be  received 
by  the  company  from  the  proposed  sale 
of  2,000,000  shares  of  no  par  common 
stock  will  be  used  to  carry  forward  the 
company’s  construction  program,  to  re¬ 
pay  short-term  advances  and  for  other 
corporate  purposes.  The  common  stock 
is  to  be  sold  to  Texas  Utilities  at  a  price 
of  $2.00  per  share  prior  to  or  concurrently 
with  the  proposed  issuance  and  sale 
of  bonds  (File  No.  70-2082).  The 
advances  to  be  repaid,  estimated  at 
$5,100,000  as  of  April  30.  1949,  were  or 
will  be  made  by  Texas  Utilities  for  the 
purpose  of  temporarily  financing  the 
company’s  construction  program. 

Applicant-declarant  requests  that  the 
Commission’s  order  herein  be  Issued  as 
promptly  as  may  be  practicable  and  that 
it  become  effective  forthwith  upon  the 
Issuance  Uiereof. 

Notice  is  further  given  that  any  Inter^^ 
ested  person  may  not  later  than  April  13, 
1949,  at  11:00  a.  m.,  e.  s.  t.,  request  the 
Commission  in  writing  that  a  hearing  be 
held  on  such  matter,  stating  the  nature 
of  his  interest,  the  reasons  for  such  re¬ 
quest  and  the  issues,  if  any,  of  fact  or  law 
raised  by  said  application-declaration 
which  he  desires  to  controvert,  or  may  re¬ 
quest  that  he  be  notified  if  the  Commis¬ 
sion  should  order  a  hearing  thereon. 
Any  such  request  should  be  addressed: 
Secretary,  Securities  and  Exchange  Com¬ 
mission.  425  Second  Street  NW.,  Wa.sh- 
Ington  25,  D.  C,  At  any  time  after  11:00 
a.  m.  on  April  13,  1949,  said  application- 
declaration,  as  filed  or  as  amended,  may 
be  permitted  to  become  effective  as  pro¬ 
vided  in  Rule  U-23  of  the  rules  and  regu¬ 
lations  promulgated  under  said  act  or  the 
Commission  may  exempt  such  trans¬ 
actions  as  provided  in  Rule  U-20  (a)  and 
Rule  U-100  thereof. 

All  Interested  persons  are  referred  to 
said  application-declaration  which  is  on 
file  with  this  Commission  for  a  statement 
of  the  transactions  therein  proposed. 

By  the  Commission. 

Fseal]  Orval  L.  DuBois, 

Secretary. 

(F.  R.  Doc.  49-2572:  Piled,  Apr.  6.  1949; 

8:46  a.  m.) 


[File  No.  70-2085) 

Appalachian  Electric  Power  Co. 

NOTICE  OF  FILING 

At  a  regular  sessiomof  the  Securities 
and  Exchange  Commission,  held  at  its 
oflBce  in  the  city  of  Washington,  D.  C.,  on 
the  1st  day  of  April  A.  D.  1949. 

Notice  is  hereby  given  that  Appalach¬ 
ian  Electric  Power  Company  (“Appa¬ 
lachian*’),  an  electric  utility  subsidiary 
of  American  Gas  and  Electric  Company, 
a  registered  holding  company,  has  filed  a 
declaration  pursuant  to  the  Public  Util¬ 
ity  Holding  Company  Act  of  1935  and  has 
designated  sections  6  (a)  and  7  thereof 


ds  applicable  to  the  proposed  transac¬ 
tions  which  are  summarized  as  follows: 

Appalachian  proposes  to  establish  a 
line  of  credit  in  the  amount  of  $18,000,- 
000  with  the  following  named  banks: 

Irving  Trust  Company,  New  York,  N.  Y. 

Guaranty  Trust  Company  of  New  York, 
New  York,  N.  Y. 

Bankers  Trust  Company,  New  York,  N.  Y. 

Mellon  National  Bank  &  Trust  Company, 
Pittsburgh,  Pa. 

Pursuant  to  the  line  of  credit,  Appalach¬ 
ian  proposes  to  borrow  from  said  banks, 
from  time  to  time,  prior  to  May  1,  1950, 
sums  not  to  exceed  in  the  aggregate  the 
amount  of  $18,000,000,  such  loans  as  are 
made  to  be  equally  divided  among  the 
named  banks,  and  to  be  evidenced  by 
notes  to  be  isued  by  Appalachian  dated 
as  of  the  date  of  the  borrowings,  and 
maturing  on  May  1,  1950. 

The  declaration  states  that  an  initial 
borrowing  of  $4,000,000  is  contemplated 
on  or  about  May  3,  1949,  which  will  be 
evidenced  by  notes  maturing  May  1, 1950, 
bearing  interest  at  the  rate  of  2V4%  per 
annum. 

It  is  further  stated  that  subsequent 
borrowings  will  be  made  at  thirty  or 
sixty  day  Intervals  after  May  3,  1949,  in 
the  amounts  of  $2,000,000  or  $4,000,000 
respectively,  depending  upon  Appalach¬ 
ian’s  cash  requirements.  Such  borrow¬ 
ings  will  bear  interest  from  the  respec¬ 
tive  dates  thereof  at  the  then  current 
prime  credit  rate,  but  In-no  event  is  the 
interest  rate  to  exceed  2*/4%  per  annum. 

Appalachian  may  prepay  the  notes 
from  time  to  time,  in  whole  or  in  part, 
without  premium.  Any  such  partial  pay¬ 
ments  are  to  be  made  ratably. 

At  least  ten  days  prior  to  each  bor¬ 
rowing,  subsequent  to  the  initial  borrow¬ 
ing,  Appalachian  will  file  an  amendment 
setting  forth  the  amount  of  such  bor¬ 
rowing  and  the  annual  rate  of  Interest 
thereon.  Such  amendments  will  become 
effective  ten  days  after  the  filing  thereof 
if  no  action  is  taken  with  respect  thereto 
by  the  Commission  within  such  ten  day 
period. 

The  declaration  states  that  the  pro¬ 
posed  loans  are  designed  to  provide  cash 
to  meet  Appalachian’s  construction  pro¬ 
gram  which  is  estimated  as  calling  for 
the  expenditure  of  approximately  $68.- 
000,000  during  the  years  1949  and  1950. 
Any  plan  for  financing  of  a  permanent 
nature  will  provide  for  the  prepayment 
of  the  then  outstanding  notes. 

The  declaration  reque.sts  that  the  Com¬ 
mission’s  order  herein  issue  prior  to  April 
17,  1949  and  that  it  become  effective 
forthwith  upon  the  issuance  thereof. 

Notice  is  further  given  that  any  inter¬ 
ested  person  may  not  later  than  April 
12,  1949  at  5:30  p.  m..  e,  s.  t.,  request  the 
Commission  in  writing  that  a  hearing  be 
held  on  such  matter.  Any  such  request 
shall  set  forth  the  nature  of  the  interest 
asserted,  the  reason  for  such  request,  and 
the  issues.  If  any,  of  fact  or  law  rai.sed 
by  said  declaration  desired  to  be  contro¬ 
verted,  or  request  may  be  made  for  notifi¬ 
cation  by  the  Commission  should  it  order 
a  hearing  thereon.  Any  such  request 
should  be  addressed:  Secretary,  Securi¬ 
ties  and  Exchange  Commission.  425  Sec¬ 
ond  Street  NW.,  Washington  25,  D.  C. 
At  any  time  after  April  12,  1949  said  dec¬ 
laration,  as  filed  or  as  amended,  may  be 
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permitted  to  become  effective  as  provided 
in  Rule  U-23  of  the  rules  and  regulations 
promulgated  under  said  act  or  the  Com¬ 
mission  may  exempt  such  transactions  as 
provided  in  Rule  U-20  (a)  and  Rule  U-100 
thereof.  All  interested  persons  are  re¬ 
ferred  to  said  declaration  which  is  on  file 
with  this  Commission  for  a  statement  of 
the  transactions  therein  proposed. 
Notice  of  the  filing  herein  will  be  given 
by  registered  mail  to  the  State  Corpora¬ 
tion  Commission  of  Virginia,  the  Public 
Service  Commission  of  West  Virginia, 
and  the  Railroad  and  Public  Utilities 
Commission  of  Tennessee. 

By  the  Commission. 

[seal]  Orval  L.  DdBois, 

Secretary. 

|F.  R.  Doc.  49-2571;  Filed.  Apr.  6.  1949; 

8:45  a.  m.| 


issued  its  order  entered  March  29.  1949. 
approving  and  directing  disposition  of 
amounts  classified  in  Account  107.  Elec¬ 
tric  Plant  Adjustments,  in  the  above- 
designated  matter. 

[seal]  J.  H.  Gutrioe, 

Acting  Secretary. 

[P.  R.  Doc.  49-2570;  Filed, 'Apr.  6.  1949; 
8:45  a.  m.| 


DEPARTMENT  OF  JUSTICE 

OfRce  of  Alien  Property 

Authoritt:  40  Stat.  411,  55  Stat.  839,  Pub. 
Laws  322,  671,  79th  Cong.,  60  Stat.  50,  925;  50 
U.  S.  C.  and  Supp.  App.  1,  616;  E.  O.  9193, 
July  6,  1942,  3  CFR,  Cum.  Supp.,  E.  O.  9567, 
June  8,  1945,  3  CFR,  1945  Supp.,  E.  O.  9788, 
Oct.  14,  1946,  11  F.  R.  11981. 

[Vesting  Order  i2966] 


made  and  taken,  and.  it  being  deemed 
necessary  in  the  national  interest. 

There  is  hereby  vested  in  the  Attorney 
General  of  the  United  States  the  prop¬ 
erty  described  above,  to  be  held,  used, 
administered,  liquidated,  sold  or  other¬ 
wise  dealt  with  in  the  interest  of  and  for 
the  benefit  of  the  United  States. 

The  terms  “national**  and  “designated 
enemy  country”  as  used  herein  shall  have 
the  meanings  prescribed  in  section  10  of 
Executive  Order  9193,  as  amended. 

Executed  at  Washington,  D.  C.,  on 
March  21, 1949. 

For  the  Attorney  General. 

[seal]  Malcolm  S.  Mason, 
Acting  Deputy  Director, 
Office  of  Alien  Properly. 

|F.  R.  Doc.  49-2595;  Filed,  Apr.  6,  19«9: 
8:56  a.  m.) 


[Vesting  Order  12978) 

Maria  B.  Schlegel 

In  re:  Bond  and  Mortgage  Guarantee 
Company  Series  No.  170,749  Certificate 
No.  141,342  issued  to  Maria  B.  Schlegel. 
Pile  No.  D-66-1571;  E.  T.  sec.  9821. 

Under  the  authority  of  the  Trading 
With  the  Enemy  Act,  as  amended.  Execu¬ 
tive  Order  9193,  as  amended,  and  Execu¬ 
tive  Order  9788,  and  pursuant  to  law, 
after  investigation,  it  is  hereby  found: 

1.  That  Maria  B.  Schlegel,  whose  last 
known  address  is  Germany,  is  a  resident 
of  Germany  and  a  national  of  a  desig¬ 
nated  enemy  country  (Germany) ; 

2.  That  all  rights  and  interests  evi¬ 
denced  by  a  Bond  and  Mortgage  Partici¬ 
pation  Certificate  No.  141,342  Issued  and 
guaranteed  by  Bond  and  Mortgage  Guar¬ 
antee  Company,  Series  No.  170.749,  pres¬ 
ently  being  administered  by  Insurance 
Department  of  State  of  New  York,  Liqui¬ 
dation  Bureau,  160  Broadway,  New  York 
7.  New  York,  as  depositary,  and  the  right 
to  the  transfer  and  possession  of  any  and 
all  instruments  evidencing  such  rights 
and  interests, 

is  property  within  the  United  States 
owned  or  controlled  by,  payable  or  deliv¬ 
erable  to,  held  on  behalf  of  or  on  account 
of,  or  owing  to,  or  which  is  evidence  of 
ownership  or  control  by,  the  aforesaid 
national  of  a  designated  enemy  country 
(Germany) ; 

and  it  is  hereby  determined: 

3.  That  to  the  extent  that  the  per¬ 
son  Identified  in  subparagraph  1  hereof 
is  not  within  a  designated  enemy  coun¬ 
try,  the  national  interest  of  the  United 
States  requires  that  such  person  be 
treated  as  a  national  of  a  designated 
enemy  country  (Germany). 

All  determinations  and  all  action  re¬ 
quired  by  law,  including  appropriate 
consultation  and  certification,  having 
been  made  and  taken,  and,  it  being 
deemed  necessary  In  the  national  in¬ 
terest. 

There  is  hereby  vested  in  the  Attor¬ 
ney  General  of  the  United  States  the 
property  de.scribed  above,  to  be  held, 
used,  administered,  liquidated,  sold  or 
otherwise  dealt  with  in  the  Interest  of 
and  for  the  benefit  of  the  United  States. 


FEDERAL  POWER  COMMISSION 

t  Docket  No.  0-1086) 

Texas  Gas  Transmission  Corp. 

NOTICE  OF  FINAL  DECISION  AND  ORDER 

April  1,  1949. 

Notice  is  hereby  given  that  the  initial 
decLsion  and  order  issuing  a  certificate 
of  public  convenience  and  necessity  in 
the  above-designated  matter  was  Issued 
and  served  upon  all  parties  on  March  1, 
1949.  No  exceptions  thereto  having  been 
filed  or  review  initiated  by  the  Commis¬ 
sion,  sai$l  initial  decision,  in  conformity 
with  the  Commission’s  rules  of  practice 
and  procedure,  became  effective  on 
March  31,  1949,  as  the  final  decision  and 
order  of  the  Commission. 

[SEAL]  J.  H.  Gutride, 

Acting  Secretary. 

[F.  R.  Doc.  49-2591;  Fllcq,  Apr.  6,  1949; 

8:54  a.  m.) 


Rockland  EIlectric  Co.  and  Sherrard 
Power  System 

NOTICE  OF  orders  APPROVING  AND  DIRECTING 
DISPOSITION  OF  AMOUNTS  CLASSIFIED  IN 
ACCOUNT  107,  ELECTRIC  PLANT  ADJUST¬ 
MENTS 

April  1,  1949. 

Notice  is  hereby  given  that,  on  March 
31,  1949,  the  Federal  Power  Commission 
issued  its  orders  entered  March  31,  1949, 
approving  and  directing  disposition  of 
amounts  classified  in  Account  107,  Elec¬ 
tric  Plant  Adjustments  in  the  above- 
designated  matters. 

[seal!  j.  H.  Gutride, 

Acting  Secretary. 

|P.  R.  Doc.  49-2569;  Piled,  Apr.  6.  1949; 
8:45  a.  m.) 


Northern  Berkshire  Gas  Co. 

NOTICE  OF  ORDER  APPROVING  AND  DIRECTING 
DISPOSITION  OF  AMOUNTS  CLASSIFIED  IN 
ACCOUNT  107,  ELECTRIC  PLANT  ADJUST¬ 
MENTS 

April  1,  1949. 

Notice  is  hereby  given  that,  on  March 
SO,  1949,  the  Federal  Power  Commission 


Clara  Erhart 

In  re:  Deed  of  trust  made  by  Clara  Er¬ 
hart  (Clara  Erhart  von  Trucksess) ,  dated 
June  15,  1906.  File  No.  D-28-4306-G-1. 

Under  the  authority  of  the  Trading 
With  the  Enemy  Act,  as  amended.  Exec¬ 
utive  Order  9193,  as  amended,  and  Exec¬ 
utive  Order  9788,  and  pursuant  to  law, 
after  investigation,  it  is  hereby  found: 

1.  That  Kathinka  Krieger,  nee  Krie- 
ger,  whose  last  known  address  is  Ger¬ 
many,  is  a  re.sident  of  Germany  and  a 
national  of  a  designated  enemy  country 
(Germany) ; 

2.  That  the  domiciliary  personal  rep¬ 
resentatives,  heirs,  next  of  kin,  legatees 
and  distributees,  names  unknown,  of 
Kathe  (Kate)  (Katherina)  Becker,  de¬ 
ceased,  who  there  is  reasonable  cause  to 
believe  are  residents  of  Germany,  are 
nationals  of  a  desigated  enemy  country 
(Germany) ; 

3.  That  all  right,  title,  interest  and 
claim  of  any  kind  or  character  whatso¬ 
ever  of  the  persons  identified  in  subpara¬ 
graphs  1  and  2  hereof,  in  and  to  and  aris¬ 
ing  out  of  or  under  that  certain  deed  of 
trust  dated  June  15, 1906,  by  and  between 
Clara  Erhart  (Clara  Erhart  von  Truck¬ 
sess),  trustor,  and  The  New  York  Trust 
Company,  William  H.  Erhart  and  Ru¬ 
dolph  Erbsloh,  trustees,  presently  being 
administered  by  The  New  York  Trust 
Company,  trustee,  100  Broadway,  New 
York,  New  York, 

is  property  within  the  United  States 
owned  or  controlled  by,  payable  or  deliv¬ 
erable  to,  held  on  behalf  of  or  on  account 
of,  or  owing  to,  or  which  is  evidence  of 
ownership  or  control  by,  the  aforesaid 
nationals  of  a  designated  enemy  couatry 
(Germany) ; 

and  it  is  hereby  determined: 

4.  That  to  the  extent  that  the  person 
named  in  subparagraph  1  hereof  and 
the  domiciliary  personal  representatives, 
heirs,  next  of  kin,  legatees  and  dLstrib- 
utees,  names  unknown,  of  Kathe  (Kate) 
(Katherina)  Becker,  deceased,  are  not 
within  a  designated  enemy  country,  the 
national  Interest  of  the  United  States  re¬ 
quires  that  such  persons  be  treated  as 
nationals  of  a  designated  enemy  country 
(Germany). 

All  determinations  and  all  action  re¬ 
quired  by  law,  including  appropriate  con¬ 
sultation  and  certification,  having  been 


\ 


Thursday t  April  7,  1949 

The  terms  “national”  and  “designated 
enemy  country”  as  used  herein  shall 
have  the  meanings  prescribed  in  section 
10  of  Executive  Order  9193,  as  amended. 

Executed  at  Washington,  D.  C.,  on 
March  21,  1949. 

For  the  Attorney  General. 

[seal]  .  Malcolm  S.  Mason, 

*  Acting  Deputy  Director, 
Office  of  Alien  Property. 

(F.  R.  Doc.  49-2596;  Piled  Apr.  6,  1949; 
8:56  a.  m.) 


(Vesting  Order  12995] 

Gretchen  Miller  et  al. 

In  re:  Bank  accounts  owned  by 
Gretchen  Miller  also  known  as  Gretchen 
Muller,  August  Schneucker,  Heinrich 
Schneucker  also  known  as  Hen'rich 
Schneucker,  Elisa  Yost  (nee  Schneucker) 
and  Elizabeth  Wilhelm.  F-28-29546, 
P-28-29547,  F-28-29548,  F-28-29549, 

P-28-29550. 

Under  the  authority  of  the  Trading 
With  the  Enemy  Act,  as  amended.  Exec¬ 
utive  Order  9193,  as  amended,  and  Exec¬ 
utive  Order  9788.  and  pursuant  to  law, 
after  Investigation,  it  Is  hereby  found: 

1.  That  Gretchen  Miller  also  known 
as  Gretchen  Muller,  whose  last  known 
address  is  Frankfort  on  Maine,  Germany, 
August  Schneucker,  whose  last  known 
address  is  Fishbach.  near  Alsfeld,  Ober- 
hesson.  Germany,  Heinrich  Schneucker 
also  known  as  Henrich  Schneucker, 
whose  last  known  address  is  Ottenbach, 
Post  Ehringhauson,  Oberhesson,  Ger¬ 
many,  Elisa  Yost  (nee  Schneucker), 
whose  last  known  address  is  Ottenbach, 
Post  Ehringhauson.  Oberhesson,  Ger¬ 
many,  and  Elizabeth  Wilhelm,  whose  last 
known  address  is  Wittgenborne,  Post 
Wachtasbach  Kreis,  Kelnhausson,  Ger¬ 
many,  are  residents  of  Germany  and  na¬ 
tionals  of  a  designated  enemy  country 
(Germany) ;  , 

2.  That  the  property  described  as  fol¬ 
lows:  That  certain  debt  or  other  obliga¬ 
tion  owing  to  Gretchen  Miller  also  known 
as  Gretchen  Muller,  by  The  Savings 
Bank  of  Baltimore.  Charles  and  Balti¬ 
more  Streets,  Baltimore  3,  Maryland, 
arising  out  of  a  savings  account,  account 
number  102224,  entitled  Gretchen  Miller, 
maintained  at  the  aforesaid  bank,  and 
any  and  all  rights  to  demand,  enforce 
and  collect  the  same, 

is  property  within  the  United  States 
owned  or  controlled  by,  payable  or  deliv¬ 
erable  to,  held  on  behalf  of  or  on  account 
of,  or  owing  to,  or  which  is  evidence  of 
ownership  or  control  by,  the  aforesaid 
national  of  a  designated  enemy  country 
(Germany) ; 

3.  That  the  property  described  as  fol¬ 
lows:  That  certain  debt  or  other  obliga¬ 
tion  owing  to  August  Schneucker,  by  The 
Savings  Bank  of  Baltimore.  Charles  and 
Baltimore  Streets,  Baltimore  3,  Mary¬ 
land,  arising  out  of  a  savings  account, 
account  number  159263,  entitled  August 
Schneucker,  maintained  at  the  afore¬ 
said  bank,  and  any  and  all  rights  to  de¬ 
mand.  enforce  and  collect  the  same, 

is  property  within  the  United  States 
owned  or  controlled  by,  payable  or  de- 
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liverable  to,  held  on  behalf  of  or  on 
account  of,  or  owing  to,  or  which  Is  evi¬ 
dence  of  ownership  or  control  by,  the 
aforesaid  national  of  a  designated  enemy 
country  (Germany)'; 

4.  That  the  property  described  as  fol¬ 
lows:  That  certain  debt  or  other  obliga¬ 
tion  owing  to  Heinrich  Schneucker  also 
known  as  Henrich  Schneucker,  by  The 
Savings  Bank  of  Baltimore,  Charles  and 
Baltimore  Streets,  Baltimore  3,  Mary¬ 
land,  arising  out  of  a  savings  account, 
account  number  159264,  entitled  Hein¬ 
rich  Schneucker,  maintained  at  the 
aforesaid  bank,  and  any  and  all  rights 
to  demand,  enforce  and  collect  the  same, 

is  property  within  the  United  States 
owned  or  controlled  by,  payable  or  deliv¬ 
erable  to,  held  on  behalf  of  or  on  account 
of,  or  owing  to,  or  which  is  evidence  of 
ownership  or  control  by,  the  aforesaid 
national  of  a  designated  enemy  country 
(Germany) ; 

5.  That  the  property  described  as  fol¬ 
lows:  That  certain  debt  or  other  obliga¬ 
tion  owing  to  Elisa  Yost  (nee  Schneuck¬ 
er),  by  The  Savings  Bank  of  Baltimore, 
Charles  and  Baltimore  Streets,  Balti¬ 
more  3.  Marylandr  arising  out  of  a  sav¬ 
ings  account,  account  number  159266, 
entitled  Elisa  Yost,  maintained  at  the 
aforesaid  bank,  and  any  and  all  rights  to 
demand,  enforce  and  collect  the  same, 

is  property  within  the  United  States 
owned  or  controlled  by,  payable  or  deliv¬ 
erable  to.  held  on  behalf  of,  or  on  account 
of,  or  owing  to,  or  which  is  evidence  of 
ownership  or  control  by,  the  aforesaid 
national  of  a  designated  enemy  country 
Germany) ;  '' 

6.  That  the  property  described  as  fol¬ 
lows:  That  certain  debt  or  other  obliga¬ 
tion  owing  to  Elizabeth  Wilhelm,  by  The 
Savings  Bank  of  Baltimore,  Charles  and 
Baltimore  Streets,  Baltimore  3,  Mary¬ 
land,  arising  out  of  a  savings  account, 
account  number  159270,  entitled  Eliza¬ 
beth  Wilhelm,  maintained  at  the  afore¬ 
said  bank,  and  any  and  all  rights  to 
demand,  enforce  and  collect  the  same, 

is  property  within  the  United  States 
owned  or  controlled  by,  payable  or  deliv¬ 
erable  to,  held  on  behalf  of  or  on  account 
of,  or  owing  to,  or  which  is  evidence  of 
ownership  or  control  by,  the  aforesaid 
national  of  a  designated  enemy  country 
(Germany) ; 

and  it  Is  hereby  determined : 

7.  That  to  the  extent  that  the  persons 
named  ia  subparagraph  1  hereof  are  not 
within  a  designated  enemy  country,  the 
national  Interest  of  the  United  States 
requires  that  such  persons  be  treated  as 
nationals  of  a  designated  enemy  country 
(Germany). 

All  determinations  and  all  action  re¬ 
quired  by  law.  Including  appropriate  con¬ 
sultation  and  certification,  having  been 
made  and  taken,  and,  it  being  deemed 
necessary  in  the  national  interest. 

There  is  hereby  vested  in  the  Attorney 
General  of  the  United  States  the  property 
described  above,  to  be  held,  used,  ad¬ 
ministered,  liquidated,  sold  or  otherwise 
dealt  with  in  the  interest  of  and  for  the 
benefit  of  the  United  States. 

The  terms  “national"  and  “designated 
enemy  country"  as  used  herein  shall  have 
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the  meanings  prescribed  In  section  10  of 
Executive  Order  9193,  as  amended. 

Executed  at  Washington,  D.  C.,  on 
March  24,  1949. 

For  the  Attorney  General. 

[seal]  Malcolm  S.  Mason, 

Acting  Deputy  Director, 
Office  of  Alien  Property. 

(P.  R.  Doc.  49-2554;  Filed,  Apr.  5.  1949; 
8:55  a.  m.j 


[Vesting  Order  13004] 

Choichiro  Hatashita 

In  re:  Bank  account  and  stock  owned 
by  Choichiro  Hatashita,  also  known  as 
H.  C.  Hatashita  and  as  Henry  Hatashita. 
F-39-4333-E-1. 

Under  the  authority  of  the  Trading 
With  the  Enemy  Act,  as  amended.  Exec¬ 
utive  Order  9193,  as  amended,  and  Exec¬ 
utive  Order  9788,  and  pursuant  to  law, 
after  investigation.  It  is  hereby  found: 

1,  That  Choichiro  Hatashita,  also 
known  as  H.  C.  Hatashita  and  as  Henry 
Hatashita.  whose  last  known  address  is 
Wakayama,  Japan,  is  a  resident  of  Japan 
and  a  national  of  a  designated  enemy 
country  (Japan) ; 

2.  That’  the  property  described  as 
follows: 

a.  That  certain  debt  or  other  obliga¬ 
tion  of  The  Security  Bank  of  Ponca  City. 
Box  311,  Ponca  City,  Oklahoma,  arising 
out  of  a  savings  account,  entitled  H.  C. 
Hatashita,  maintained  at  the  aforesaid 
bank,  and  any  and  all  rights  to  demand, 
enforce  and  collect  the  same,  and 

b.  Thirty  (30)  shares  of  $5  par  value 
common  capital  stock  of  Continental  Oil 
Company,  a  corporation  organized  un¬ 
der  the  laws  of  the  State  of  Delaware, 
evidenced  by  the  certificates  numbered, 
and  registered  in  the  names  listed  below, 
in  the  amounts  appearing  opposite  each 
name: 


Rocislorcd  holder 

Cerfifleate 

No. 

Num- 
U'r  of 
shares 

James  E.  Bennett  &  Co . 

027m'5 

5 

f)27:t2fi5 

19 

Carlisle  &.  Jacqiielin . . 

(>2rJ7R4 

4 

0-273736 

2 

and  presently  in  the  custody  of  The  Se¬ 
curity  Bank  of  Ponca  City.  Box  311, 
Ponca  City,  Oklahoma,  together  with  all  ^ 
declared  and  unpaid  dividends  thereon, 

is  property  within  the  United  States 
owned  or  controlled  by,  payable  or  de¬ 
liverable  to,  held  on  behalf  of  or  on 
account  of,  or  owing  to,  or  which  Is  evi¬ 
dence  of  ownership  or  control  by,  the 
aforesaid  national  of  a  designated  enemy 
country  (Japan) ; 

and  it  is  hereby  determined : 

3.  That  to  the  extent  that  the  person 
named  in  subparagraph  1  hereof  is  net 
within  a  designated  enemy  country,  the 
national  interest  of  the  United  States 
requires  that  such  person  be  treated  as 
a  national  of  a  designated  enemy  country 
(Japan). 

All  determinations  and  all  action  re¬ 
quired  by  law,  including  appropriate  con- 


% 
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NOTICES 


I 


sultation  and  certification,  having  been 
made  and  taken,  and,  it  being  deemed 
necessary  in  the  national  interest. 

There  is  hereby  vested  in  the  Attorney 
General  of  the  United  States  the  prop¬ 
erty  described  above,  to  be  held,  used, 
administered,  liquidated,  sold  or  other¬ 
wise  dealt  with  in  the  interest  of  and  for 
the  benefit  of  the  United  States. 

The  terms  “national”  and  “designated 
enemy  country”  as  used  herein  shall  have 
the  meanings  prescribed  in  section  10  of 
Executive  Order  9193,  as  amended. 

Executed  at  Washington,  D.  C.,  on 
March  25.  1949. 

For  the  Attorney  General. 

[seal]  Malcolm  S.  Mason. 

Acting  Deputy  Director, 
Office  of  Alien  Property. 

IP.  R.  Doc.  49-2597;  Piled.  Apr.  6.  1949; 

8:56  a.  m.J 


[Vesting  Order  13005] 

Fanny  Helmbrecht 

In  re;  Stock  owned  by  Fanny  Helm¬ 
brecht.  F-28-2981fr-E>-l. 

Under  the  authority  of  the  Trading 
With  the  Enemy  Act,  as  amended.  Exec¬ 
utive  Order  9193,  as  amended,  and  Exec¬ 
utive  Order  9788,  and  pursuant  to  law, 
after  Investigation,  it  is  hereby  found: 

1.  That  Fanny  Helmbrecht,  whose  last 
known  address  is  Oberalterich  Post 
Bogen,  Niederbayern,  Germany,  is  a  resi¬ 
dent  of  Germany  and  a  national  of  a 
designated  enemy  country  (Germany) ; 

2.  That  the  property  described  as 
follows; 

a.  One  (1)  share  of  $20  par  value  com¬ 
mon  capital  stock  of  the  First  National 
Bank  of  New  Rochelle,  491  Main  Street, 
New  Rochelle,  New  York,  evidenced  by 
certificate  numbered  4796,  registered  in 
the  name  of  Fanny  Helmbrecht  and 
presently  in  the  custody  of  the  aforesaid 
bank,  together  with  all  declared  and  un¬ 
paid  dividends  thereon,  and 

b.  One  (1)  share  of  $20  par  value  com¬ 
mon  capital  stock  of  the  First  National 
Bank  of  New  Rochelle.  491  Main  Street, 
New  Rochelle,  New  York,  evidenced  by 
certificate  numbered  803,  registered  in 
the  name  of  Fanny  Helmbrecht,  together 
with  all  declared  and  unpaid  dividends 
thereon, 

is  property  within  the  United  States 
owned  or  controlled  by,  payable  or  de¬ 
liverable  to.  held  on  behalf  of  or  on 
account  of,  or  owing  to,  or  which  is  evi¬ 
dence  of  ownership  or  control  by,  the 
aforesaid  national  of  a  designated  enemy 
country  (Germany) ; 

and  it  Is  hereby  determined : 

3.  That  to  the  extent  that  the  person 
named  in  subparagraph  1  hereof  is  not 
within  a  designated  enemy  country,  the 
national  interest  of  the  United  States 
requires  that  such  person  be  treated  as  a 
national  of  a  designated  enemy  country 
(Germany). 

All  determinations  and  all  action  re¬ 
quired  by  law,  including  appropriate  con¬ 
sultation  and  certification,  having  been 
made  and  taken,  and,  it  being  deemed 
necessary  in  the  national  interest, 


There  Is  hereby  vested  In  the  Attorney 
General  of  the  United  States  the  prop¬ 
erty  described  above,  to  be  held,  used,  ad¬ 
ministered,  liquidated,  sold  or  otherwise 
dealt  with  In  the  interest  of  and  for  the 
benefit  of  the  United  States. 

The  terms  “natlonar  and  “designated 
enemy  country”  as  used  herein  shall  have 
the  meanings  prescribed  in  section  10  of 
Executive  Order  9193,  as  amended. 

Executed  at  Washington,  D.  C.,  on 
March  25.  1949. 

For  the  Attorney  General. 

[seal]  Malcolm  S.  Mason, 
Acting  Deputy  Director, 
Office  of  Alien  Property. 

[F.  R.  Doc.  49-2598;  Filed,  Apr.  6,  1949; 

8:56  a.  m.j 


[Vesting  Order  13020] 

Ella  Bergholz 

In  re:  Real  property  owned  by  Ella 
Bergholz,  also  known  as  Ella  Emma  Her- 
mine  Bergholz. 

Under  the  authority  of  the  Trading 
With  the  Enemy  Act,  as  amended.  Execu¬ 
tive  Order  9193,  as  amended,  and  Execu¬ 
tive  Order  9788,  and  pursuant  to  law, 
after  investigation.  It  Is  hereby  found; 

1.  That  Ella  Bergholz,  also  known  as 
Ella  Emma  Hermine  Bergholz,  whose  last 
known  address  is  Hindenburgstrasse  271. 
Hamburg-Wilhelmsburg,  Germany,  is  a 
resident  of  Germany,  and  a  national  of 
a  designated  enemy  country  (Germany) ; 

2.  That  the  property  described  as  fol¬ 
lows;  Real  property,  situated  in  the 
Borough  and  County  of  Queens,  City  and 
State  of  New  York,  particularly  de¬ 
scribed  in  Exhibit  A.  attached  hereto  and 
by  reference  made  a  part  hereof,  together 
with  all  hereditaments,  fixtures,  im¬ 
provements  and  appurtenances  thereto, 
and  any  and  all  clai^  for  rents,  refunds, 
benefits  or  other  payments,  arising  from 
the  ownership  of  such  property, 

is  property  within  the  United  States 
owned  or  controlled  by,  payable  or  deliv¬ 
erable  to.  held  on  behalf  of  or  on  account 
of,  or  owing  to,  or  which  is  evidence  of 
ownership  or  control  by,  the  aforesaid 
national  of  a  designated  enemy  country 
(Germany) ; 

and  it  is  hereby  determined; 

3.  That  to  the  extent  that  the  person 
named  in  subparagraph  1  hereof  is  not 
within  a  designated  enemy  country,  the 
national  interest  of  the  United  States 
requires  that  such  person  be  treated  as  a 
national  of  a  designated  enemy  country 
(Germany). 

All  determinations  and  all  action  re¬ 
quired  by  law,  including  appropriate  con¬ 
sultation  and  certification,  having  been 
made  and  taken,  and.  it  being  deemed 
necessary  in  the  national  interest. 

There  is  hereby  vested  In  the  Attorney 
General  of  the  United  States  the  prop¬ 
erty  described  in  subparagraph  2  hereof, 
subject  to  recorded  liens,  encumbrances 
and  other  rights  of  record  held  by  or  for 
persons  who  are  not  nationals  of  desig¬ 
nated  enemy  countries,  to  be  held,  used, 
administered,  liquidated,  sold  or  other¬ 
wise  dealt  with  in  the  interest  of  and  for 
the  benefit  of  the  United  States. 


The  terms  “national”  and  “designated 
enemy  country”  as  used  herein  shall 
have  the  meanings  prescribed  In  section 
10  of  Executive  Order  9193,  as  amended. 

Executed  at  Washington,  D.  C.,  on 
March  29,  1949. 

For  the  Attorney  General. 

[seal]  Malcolm  S.  Mason, 

'  Acting  Deputy  Director, 
Office  of  Alien  Property. 

Exhibit  A 

All  that  certain  piece  or  parcel  of  land 
situate,  lying  and  being  in  the  Borough  and 
County  of  Queens,  City  and  State  of  New 
York,  known  and  designated  as  Lots  Nus. 
Thirteen  and  Fourteen,  in  Block  82  on  a 
certain  map  called  “Section  No.  1  Jamaica- 
Hillside”,  surveyed  by  Leonard  C.  L.  Smith, 
City  Surveyor,  and  filed  in  the  County  Clerk's 
Office  of  Queens  County  on  July  30,  1926,  as 
Map  No.  4948. 

|F.  R.  Doc.  49-2556;  Filed,  Apr.  5.  1949; 

8:54  a.  m.] 


[Vesting  Order  13022] 

Louisa  G.  Bigelow 

In  re:  Trust  under  will  of  Louisa  G. 
Bigelow,  deceased.  File  F-63-11101;  E. 
T.  .sec.  8901. 

Under  the  authority  of  the  Trading 
With  the  Enemy  Act,  as  amended.  Ex¬ 
ecutive  Order  9193,  as  amended,  and  Ex¬ 
ecutive  Order  9788,  and  pursuant  to  law, 
after  Investigation,  it  is  hereby  found: 

1.  That  Adelheidt  (Adelaide)  Augu.sta 
Nina  Edwina  (von  Alten)  von  Harden- 
berg,  Erma  (Irmgard)  Stella  (von  Alten) 
von  Wengersky,  Count  Rudolf  von  Har- 
denberg,  and  Otto  (Joseph  Carl  Her¬ 
mann)  von  Campe,  whose  last  known 
address  is  Germany,  are  residents  of  Ger¬ 
many  and  nationals  of  a  designated 
enemy  country  (Germany) ; 

2.  That  the  domiciliary  personal  repre¬ 
sentatives,  heirs,  next  of  kin,  legatees 
and  distributees,  names  unknown,  of 
Adelheidt  (Adelaide)  Augusta  Nina  Ed¬ 
wina  (von  Alten)  von  Hardenberg,  and  of 
Erma  (Irmgard)  Stella  (von  Alten)  von 
Wengersky,  except  Irmengarde  Wilhel- 
mine  Luisa  Nina  von  Wengersky,  a  re.si- 
dent  of  Brazil,  who  there  is  reasonable 
cause  to  believe  are  residents  of  Ger¬ 
many.  are  nationals  of  a  designated 
enemy  country  (Germany) ; 

3.  That  all  right,  title,  interest  and 
claim  of  any  kind  or  character  what.so- 
ever  of  the  persons  identified  in  subpara¬ 
graphs  1  and  2  hereof,  except  Irmengarde 
Wilhelmine  Luisa  Nina  von  Wengersky, 
a  resident  of  Brazil,  and  each  of  them,  in 
and  to  the  trust  created  under  the  will 
of  Louisa  G.  Bigelow,  deceased,  is  prop¬ 
erty  payable  or  deliverable  to,  or  claimed 
by,  the  aforesaid  nationals  of  a  desig¬ 
nated  enemy  country  (Germany) ; 

4.  That  such  property  is  in  the  proce.'^s 
of  administration  by  The  Northern  Tru.st 
Company,  50  South  LaSalle  Straet,  Chi¬ 
cago,  Illinois.  Trustee,  acting  under  the 
judicial  supervision  of  the  Circuit  Court 
of  Cook  County,  Illinois. 

and  It  is  hereby  determined: 

5.  That  to  the  extent  that  the  persons 
named  in  subparagraph  1  hereof  and  the 
domiciliary  personal  representatives, 
heirs,  next  of  kin,  legatees  and  di.strib- 
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utees,  names  unknown,  of  Adelheldt 
(Adelaide)  Augusta  Nina  Edwina  (von 
Alien)  von  Hardenberg,  and  of  Erma 
(Irmgard)  Stella  (von  Alien)  von  Wen- 
gersky,  except  Irmengarde  Wilhelmine 
Luisa  Nina  von  Wengersky,  a  resident  of 
Brazil,  are  not  within  a  designated  enemy 
country,  the  national  interest  of  the 
United  States  requires  that  such  persons 
be  treated  as  nationals  of  a  designated 
enemy  country  (Germany). 

All  determinations  and  all  action  re¬ 
quired  by  law,  including  appropriate  con¬ 
sultation  and  certification,  having  been 
made  and  taken,  and.  It  being  deemed 
necessary  in  the  national  interest. 

There  is  hereby  vested  in  the  Attorney 
General  of  the  United  States  the  prop¬ 
erty  described  above,  to  be  held,  used, 
administered,  liquidated,  sold  or  other¬ 
wise  dealt  with  in  the  interest  of  and  for 
the  benefit  of  the  United  States. 

The  terms  “national”  and  “designated 
enemy  country”  as  used  herein  shall 
have  the  meanings  prescribed  in  section 
10  of  Executive  Order  9193,  as  amended. 

Executed  at  Washington,  D.  C.,  on 
March  29,  1949. 

For  the  Attorney  General. 

(SEAL]  Malcolm  S.  Mason, 

Acting  Deputy  Director, 

^  Office  of  Alien  Property. 

|F.  R.  Doc.  49-2557:  Filed,  Apr.  6,  1949; 

8:54  a.  m.l 


(Vesting  Order  13065] 

Henry  Schaefer 

In  re:  Real  property  and  claim  owned 
by  the  personal  representatives,  heirs, 
next  of  kin,  legatees  and  distributees, 
names  unknown,  of  Henry  Schaefer,  de¬ 
ceased. 

Under  the  authority  of  the  Trading 
With  the  Enemy  Act,  as  amended.  Execu¬ 
tive  Order  9193,  as  amended,  and  Execu¬ 
tive  Order  9788,  and  pursuant  to  law, 
after  investigation,  it  is  hereby  found: 

1.  That  the  personal  representatives, 
heirs,  next  of  kin,  legatees  and  distri¬ 
butees.  names  unknown,  of  Henry 
Schaefer,  deceased,  who  there  is  reason¬ 
able  cause  to  believe  are  residents  of 
Germany,  are  nationals  of  a  designated 
enemy  country  (Germany) ; 

2.  That  the  property  described  as 
iollows: 

a.  Real  property  situated  in  the  Parish 
of  Tangipahoa.  State  of  Louisiana,  par¬ 
ticularly  de.scribed  in  Exhibit  A,  attached 
hereto  and  by  reference  made  a  part 
hereof,  together  with  all  hereditaments, 
fixtures,  improvements  and  appurte¬ 
nances  thereto,  and  any  and  all  claims 
for  rents,  refunds,  benefits  or  other  pay¬ 
ments  arising  from  the  ownership  of  such 
property,  and 

b.  That  certain  debt  or  other  obliga¬ 
tion  owing  to  the  personal  representa¬ 
tives.  heirs,  next  of  kin,  legatees  and  dis¬ 
tributees,  names  unknown,  of  Henry 
Schaefer,  deceased,  by  Max  M.  Schaum- 
burger.  Esq.,  621  Whitney  Building,  New 
Orleans  12,  Louisiana,  arising  out  of 
funds  received  by  the  said  Max  Schaum- 
burger,  for  and  on  their  behalf,  and  any 
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and  all  rights  to  demand,  enforce  and 
collect  the  same, 

is  property  within  the  United  States 
owned  or  controlled  by,  payable  or  de¬ 
liverable  to,  held  on  b^alf  of  or  on  ac¬ 
count  of,  or  owing  to,  or  which  is  evid¬ 
ence  of  ownership  or  control  by  the 
aforesaid  nationals  of  a  designated 
enemy  country  (Germany) ; 

and  it  is  hereby  determined: 

3.  That  to  the  extent  that  the  personal 
representatives,  heirs,  next  of  kin, 
legatees,  and  distributees,  names  un¬ 
known,  of  Henry  Schaefer,  deceased,  are 
not  within  a  designated  enemy  country, 
the  national  interest  of  the  United  States 
requires  that  such  persons  be  treated  as 
nationals  of  a  designated  enemy  country 
(Germany) . 

All  determinations  and  all  action  re¬ 
quired  by  law,  including  appropriate  con¬ 
sultation  and  certification,  having  been 
made  and  taken,  and,  it  being  deemed 
necessary  in  the  national  Interest, 

There  is  hereby  vested  in  the  Attorney 
General  of  the  United  States  the  prop¬ 
erty  described  in  subparagraph  2-a 
hereof,  subject  to  recorded  liens,  encum¬ 
brances  and  other  rights  of  record  held 
by  or  for  persons  who  are  not  nationals 
of  designated  enemy  countries,  and 

There  is  hereby  vested  in  the  Attorney 
General  of  the  United  States  the  prop¬ 
erty  described  in  subparagraph  2-b 
hereof. 

All  such  property  so  vested  to  be  held, 
used,  administered,  liquidated,  sold  or 
otherwise  dealt  with  in  the  interest  of 
and  for  the  benefit  of  the  United  States. 

The  terms  “national”  and  “designated 
enemy  country”  as  used  herein  shall  have 
the  meanings  prescribed  in  section  10  of 
Executive  Order  9193,  as  amended. 

Executed  at  Washington,  D.  C.,  on 
March  30,  1949. 

For  the  Attorney  General. 

[  SEAL  1  David  L.  Bazelon, 

Assistant  Attorney  General, 
Director,  Office  of  Alien  Property. 

Exhibit  A 

All  that  certain  tract,  piece  or  parcel  of  land 
described  as  follows: 

31.75  acres,  bounded  on  the  North  by  the 
lands  of  Dupree,  on  the  East  by  the  lands  of 
Hayden,  on  the  South  by  the  lands  of  Ben¬ 
nett.  and  on  the  West  by  the  Tangipahoa 
River;  and  16  acres  bounded  on  the  North  by' 
the  lands  of  Dupree,  and  on  the  East,  South 
and  West  by  Tangipahoa  River,  the  said  prop¬ 
erty  being  situated  in  Township  6  South, 
Range  7  East,  Tangipahoa  Parish,  State  of 
Louisiana. 

(F.  R.  Doc.  49-2601:  Filed,  Apr.  6.  1949; 

8:57  a.  m.j 


(Vesting  Order  13064] 

Emma  Knoedel 

In  re:  Real  property  owned  by  Emma 
Knoedel,  also  known  as  Emma  Knodel. 

Under  the  authority  of  the  Trading 
With  the  Enemy  Act,  as  amended.  Exec¬ 
utive  Order  9193,  as  amended,  and  Exec¬ 
utive  Order  9788,  and  pursuant  to  law, 
after  investigation,  it  is  hereby  found: 

1.  That  Emma  Knoedel,  also  known  as 
Emma  Knodel,  whose  last  known  address 
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is  Stuttgart-hofn,  Hartswaldstrasse  51, 
Germany,  is  a  resident  of  Germany  and 
a  national  of  a  designated  enemy  country 
(Germany) ; 

2.  That  the  property  described  as  fol¬ 
lows:  Real  property,  situated  in  the 
Township  of  Salford,  County  of  Mont¬ 
gomery,  State  of  Pennsylvania,  particu¬ 
larly  described  in  Exhibit  A,  attached 
hereto  and  by  reference  made  a  part 
hereof,  together  with  all  hereditaments, 
fixtures,  improvements  and  appurte¬ 
nances  thereto,  and  any  and  all  claims 
for  rents,  refunds,  benefits  or  other  pay¬ 
ments,  arising  from  the  ownership  of 
such  property, 

is  property  within  the  United  States 
owned  or  controlled  by,  payable  or  de¬ 
liverable  to,  held  on  behalf  of  ( r  on  ac¬ 
count  of,  or  owing  to,  or  which  is  evi¬ 
dence  of  ownership  or  control  by,  the 
aforesaid  national  of  a  designated  enemy 
country  (Germany) ; 

and  it  is  hereby  determined: 

3.  That  to  the  extent  that  the  person 
named  in  subparagraph  1  hereof  is  not 
within  a  designated  enemy  country,  the 
national  Interest  of  the  United  States  re¬ 
quires  that  such  person  be  treated  as  a 
national  of  a  designated  enemy  country 
(Germany). 

All  determinations  and  all  action  re¬ 
quired  by  law,  including  appropriate  con¬ 
sultation  and  certification,  having  been 
made  and  taken,  and,  it  being  deemed 
necessary  in  the  national  interest. 

There  is  hereby  vested  in  the  Attorney 
General  of  the  United  States  the  prop¬ 
erty  described  in  subparagraph  2  hereof, 
subject  to  recorded  liens,  encumbrances 
and  other  rights  of  record  held  by  or  for 
persons  who  are  not  nationals  of  desig¬ 
nated  enemy  countries,  to  be  held,  used, 
administered,  liquidated,  sold  or  other¬ 
wise  dealt  with  in  the  interest  of  and  for 
the  benefit  of  the  United  States. 

The  terms  “national"  and  “designated 
enemy  country”  as  used  herein  shall 
have  the  meanings  prescribed  in  Sec¬ 
tion  10  of  Executive  Order  9193,  as 
amended. 

Executed  at  Washington,  D.  C.,  on 
March  30,  1949. 

For  the  Attorney  General. 

[seal]  David  L.  Bazelon, 

Assistant  Attorney  General, 
Director,  Office  of  Alien  Property. 

Exhibit  A 

All  those  two  certain  tracts  of  land  situate 
In  the  Township  of  Salford,  In  the  County  of 
Montgomery  and  State  of  Pennsylvania, 
bounded  and  described  as  follows,  to  wit: — 

Tract  No.  1.  beginning  at  a  stone  a  corner 
In  a  line  of  Zeno  F.  Barndt’s  land,  thence  by 
the  same  south  forty-nine  and  three  quarters 
degrees  west  sixteen  and  five  tenths  perches 
to  a  stone  a  corner  In  a  line  of  the  herein¬ 
after  described  tract  No,  2,  thence  by  the 
same  North  forty  six  degrees  west  fifty  seven 
and  fifteen  hundredths  peFches  to  a  corner 
In  a  public  road  and  land  of  late  John 
Berndt;  thence  along  said  road  and  said  land 
North  forty  four  degrees  east  sixteen  and  five 
tenths  perches  to  a  stone  a  corner  In  Henry 
S.  Leister’s  land;  thence  by  the  same  south 
forty  six  degrees  east  fifty  nine  and  five 
tenths  perches  to  the  place  of  beginning. 

Containing  six  acres  and  nineteen  perches 
of  land,  more  or  less. 
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Tract  No.  2  beginning  at  a  stone  set  for  a 
corner  In  the  line  of  Zeno  F.  Barndt's  land, 
thence  by  the  same  south  forty  nine  and  three 
quarter  degrees  west  eleven  perches  to  a 
stone  a  corner  of  above  described  Tract  No. 
1;  thence  by  the  same  North  forty  six  degrees 
west  fifty  seven  and  fifteen  hundredths 
perches  to  £  comer  in  a  public  road  and  In 
the  line  of  land  of  late  Peter  Gussman;  thence 
by  the  same  and  by  land  of  late  John  Berndt 
North  forty  four  degrees  east  eleven  perches 
to  a  corner  of  late  Amos  Barndt’s  land;  thence 
by  the  same  south  forty  six  degrees  east  fifty 
eight  and  ninety  five  hundredths  perches  to 
the  first  mentioned  point  and  place  of  be¬ 
ginning. 

Containing  four  acres  and  two  perches  of 
land,  be  the  same  more  or  less. 

Being  the  same  two  tracts  of  land  which 
Gustav  Muller,  by  deed  dated  the  ^nth  day 
of  February  A.  D.  1923  and  recorded  In  the 
Recorder's  Office  In  and  for  the  County  of 
Montgomery  at  Norristown,  In  Deed  Book  No. 
882  page  for  the  consideration  therein 
mentioned,  did  grant  and  confirm  unto  the 
said  Edith  E.  Spurr,  in  fee. 

IF.  R.  Doc.  49-2600;  Filed,-  Apr.  6,  1949; 

8:67  a.  m.] 


(Return  Order  284] 

Giuseppe  Bastianelli 

Having  considered  the  claim  set  forth 
below  and  having  issued  a  determination 
allowing  the  claim,  which  is  incorporated 
by  reference  herein  and  filed  herewith. 

It  is  ordered.  That  the  claimed  prop¬ 
erty,  described  below  and  in  the  determi¬ 
nation.  be  returned,  subject  to  any  in¬ 
crease  or  decrease  resulting  from  the  ad¬ 
ministration  thereof  prior  to  return,  and 
after  adequate  provision  for  taxes  and 
conservatory  expenses: 

Claimant,  Claim  No.,  Notice  of  Intention  To 
Return  Published,  and  Property 

Giuseppe  Bastianelli,  Rome  Italy,  Claim 
No.  36823;  February  8.  1949  (14  F.  R.  659); 
$61,953.92  In  the  Treasury  of  the  United 
States.  All  right,  title.  Interest  and  claim 
of  any  kind  or  character  whatsoever  of 
Giuseppe  Bastianelli  In  and  to  the  trust  cre¬ 
ated  under  Paragraph  Third  of  the  Last  Will 
and  Testament  of  Marlon  Rawle  Bastianelli, 
deceased. 

Appropriate  documents  and  papers 
effectuating  this  order  will  issue. 

Executed  at  Washington,  D.  C.,  on 
April  1,  1949. 

For  the  Attorney  General. 

[seal!  David  L.  Bazelon, 

Assistant  Attorney  General, 
Director,  Office  of  Alien  Property. 

(F.  R.  Doc.  49-2603;  Filed,  Apr.  6,  1949; 

8:67  a.  m.] 


(Return  Order  286] 

Giovanni  Gregorini-Bincham 

Having  considered  the  claim  set  forth 
below  and  having  issued  a  determination 
allowing  the  claim,  which  is  incorporated 
by  reference  herein  and  filed  herewith, 
It  is  ordered.  That  the  claimed  prop¬ 
erty,  described  below  and  in  the  deter¬ 


mination.  be  returned,  subject  to  any  in¬ 
crease  or  decrease  resulting  from  the 
administration  thereof  prior  to  return, 
and  after  adeqi]^e  provision  for  taxes 
and  conservatory  expenses; 

Claimant,  Clcim  No.,  Notice  of  Intention  To 
Return  Published,  and  Property 

Giovanni  Gregorlnl-Blngham,  Villa  Grego- 
rlnl,  Casalecchio,  Bologna,  Italy,  Claim  No. 
6849;  January  14.  1949  (14  F.  R.  210);  $1,204.02 
in  the  Treasury  of  the  United  States.  All  right, 
title.  Interest  and  claim  of  any  kind  or  char¬ 
acter  whatsoever  of  Giovanni  Gregorlnl-Blng¬ 
ham  In  and  to  the  trust  created  under  the 
Will  of  Henry  B.  Ring,  Deceased. 

Appropriate  documents  and  papers  ef¬ 
fectuating  this  order  will  issue. 

Executed  at  Washington,  D.  C.,  on 
April  1. 1949. 

For  the  Attorney  General. 

[SEALl  David  L.  Bazelon, 

Assistant  Attorney  General, 
Director,  Office  of  Alien  Property. 

(F.  R.  Doc.  49-2604;  Filed,  Apr.  6,  1949; 
8:67  a.  m.] 


(Vesting  Order  13066] 

Ernst  Schoeneich  and  Frieda 
SCHOENEICH 

In  re:  Real  property,  property  insur¬ 
ance  policies  and  a  claim  owned  by  Ernst 
Schoeneich,  also  known  as  Ernst  C. 
Schoeneich,  and  Frieda  Schoeneich. 

Under  the  authority  of  the  Trading 
With  the  Enemy  Act,  as  amended.  Ex¬ 
ecutive  Order  9193,  as  amended,  and  Ex¬ 
ecutive  Order  9788,  and  pursuant  to  law, 
after  investigation,  it  is  hereby  found: 

1.  That  Ernst  Schoeneich,  also  known 
as  Ernst  C.  Schoeneich,  and  Frieda 
Schoeneich,  whose  last  known  addresses 
are  Germany,  are  residents  of  Germany 
and  nationals  of  a  designated  enemy 
country  (Germany) ; 

2.  That  the  property  described  as  fol¬ 
lows: 

a.  Real  property  situated  in  the  City  of 
Chicago,  County  of  Cook,  State  of  Illi¬ 
nois.  particularly  described  in  Exhibit  A, 
attached  hereto  and  by  reference  made 
a  part  hereof,  together  with  all  heredit¬ 
aments.  fixtures,  improvements  and  ap¬ 
purtenances  thereto,  and  any  and  all 
claim  for  rents,  refunds,  benefits  or  other 
payments  arising  from  the  ownership 
of  such  property, 

b.  All  right,  title  and  interest  of  the 
persons  named  in  subparagraph  1  hereof 
in  and  to  the  following  insurance  poli¬ 
cies: 

Fire  and  Extended  Coverage  Policy  No. 
7277  Issued  by  the  National  Liberty  Insur¬ 
ance  Company  of  America.  69  Malden  Lane, 
New  York,  New  York,  In  the  amount  of 
$3,500.00,  which  policy  expires  January  31, 
1951,  and  Insures  the  property  described  In 
subparagraph  2-a  hereof. 

Fire  and  Extended  Coverage  Policy  No. 
455010  Issued  by  the  Home  Insurance  Com¬ 
pany  of  New  York,  59  Malden  Lane,  New 
York,  New  York,  In  the  amount  of  $2,600.00, 
which  policy  expires  December  23,  1951,  and 
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Insures  the  property  described  In  subpara¬ 
graph  2-a  hereof,  and 

Public  Liability  Policy  No.  SB-21320  Is¬ 
sued  by  London  Guaranty  and  Accident  In¬ 
surance  Company,  Ltd.,  55  6th  Avenue,  New 
York,  New  York,  in  the  limits  of  $15,000.00/ 
$30,000.00,  which  policy  expires  July  22,  1950, 
and  insures  the  property  described  In  sub- 
paragraph  2-a  hereof,  and 

c.  That  certain  debt  or  other  obliga¬ 
tion  owing  to  the  persons  named  in  sub- 
paragraph  1  hereof  by  Gustav  Hake,  3548 
North  Southport  Avenue,  Chicago  13, 
Illinois,  arising  out  of  rents  collected  on 
the  property  described  in  subparagraph 
2-a  hereof,  and  any  and  all  rights  to  de¬ 
mand.  enforce  and  collect  the  same, 

is  property  within  the  United  States 
owned  or  controlled  by,  payable  or  deliv¬ 
erable  to,  held  on  behalf  of  or  on  account 
of,  or  owing  to,  or  which  is  evidence  of 
ownership  or  control  by,  the  aforesaid 
nationals  of  a  designated  enemy  country 
(Germany) ; 

and  it  is  hereby  determined : 

3.  That  to  the  extent  that  the  persons 
named  in  subparagraph  1  hereof  are  not 
within  a  designated  enemy  country,  the 
national  interest  of  the  United  States  re¬ 
quires  that  such  persons  be  treated  as 
nationals  of  a  designated  enemy  country 
(Germany). 

All  determinations  and  all  actioi*  re¬ 
quired  by  law,  including  appropriate  con¬ 
sultation  and  certification,  having  been 
made  and  taken,  and.  it  being  deemed 
necessary  in  the  national  interest. 

There  is  hereby  vested  in  the  Attorney 
General  of  the  United  States  the  prop¬ 
erty  described  in  subparagraph  2-a  here¬ 
of,  subject  to  recorded  liens,  encum¬ 
brances  and  other  rights  of  record  held 
by  or  for  persons  who  are  not  nationals 
of  designated  enemy  countries,  and 

There  is  hereby  vested  in  the  Attorney 
General  of  the  United  States  the  prop¬ 
erty  described  in  subparagraphs  2-b  and 
2-c  hereof, 

All  such  property  so  vested  to  be  held, 
used,  administered,  ^iquidated,  sold  or 
otherwise  dealt  with  in  the  Interest  of 
and  for  the  benefit  of  the  United  States. 

The  terms  "national”  and  "designated 
enemy  country”  as  used  herein  shall  have 
the  meanings  prescribed  in  section  10  of 
Executive  Order  9193,  as  amended. 

Executed  at  Washington,  D.  C.,  on 
March  30,  1949. 

For  the  Attorney  General. 

[sealI  David  L.  Bazelon, 

Assistant  Attorney  General, 
Director,  Office  of  Alien  Property. 

Exhibit  A 

All  that  certain  piece  or  parcel  of  land, 
situate  In  the  County  of  Cook,  State  of  Illi¬ 
nois,  described  as  follows,  to  wit: 

Lot  thirty-one  (31)  In  Block  three  (3)  In 
Baxter’s  Subdivision  of  the  South  West  quar¬ 
ter  (SWV4)  ot  the  South  East  quarter  (SE 
V4)  of  Section  twenty  (20),  Township  forty 
(40)  North,  Range  fourteen  (14),  East  of 
the  Third  Principal  Meridian. 

(F.  R.  Doc.  49  2602;  Piled,  Apr.  6,  1919; 

8:57  a.  m.j 


